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Foreword 


Over the past decade Indonesia has made impressive strides in poverty reduction, cutting the overall poverty rate by over 
two-fifths since the turn of the decade (1999/2000). Even today, however, nearly 30 million people live below the official 
poverty line while an additional 65 million remain vulnerable to falling into poverty. The Government of Indonesia is 
committed to tackling these challenges while further accelerating the pace of poverty reduction. 


Social assistance initiatives and social safety nets play a central role in Indonesia's poverty reduction strategy as 
complements to continued sustainable macroeconomic growth and the generation of more and better job opportunities. 
Well-designed and effectively-implemented social assistance programs provide two key functions. First, they protect the 
poor and vulnerable from chronic destitution and the risk of impoverishment stemming from negative economic shocks. 
Second, they promote independence and productivity by encouraging households to make wise investments and by 
providing more effective strategies for households to improve their own livelihoods. 


Indonesia delivers a range of social assistance programs prioritized for poor and vulnerable households. Until now, 
however, little was known about how well these programs protect and promote families and individuals. To provide 
answers to these and related questions, Protecting Poor and Vulnerable Households in Indonesia quantifies and analyzes 
patterns of public spending on social assistance and comprehensively reviews the effectiveness of each of Indonesia's main 
social assistance programs. The findings herein will help guide reforms for social assistance programs that work smarter 
and more efficiently to help those most in need. 


Emerging as a middle-income country with a strong recent record of growth and sound macroeconomic and financial 
management, Indonesia is well-placed and ready to take several steps forward in protecting and promoting the poor and 
vulnerable. This will require developing a new generation of social assistance programs, which expand upon and extend 
beyond the reach of today's programs, as well as knitting both new and old initiatives together into a coherent system 
that functions as a reliable social safety net for all households in all occasions. 


This report would not have been possible without close collaboration with partners in the Government of Indonesia, the 
research community and development partners. We look forward to further shared exploration and to understanding 
and applying what we have learned to find the right policy solutions for Indonesia. It is our sincere hope that this report 
will contribute to evidence-based policy making for Indonesia's social assistance programs. Together we can support 
Indonesian households who are paving their own way out of poverty and building a better future for themselves. 


Stefan Koeberle 
Country Director, Indonesia 
The World Bank 
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Key Messages 


Though absolute poverty is declining, 40 percent of the Indonesian population remains highly vulnerable 

to shocks that threaten to push them into poverty. In 2011, 12.5 percent of Indonesians lived below the national 
poverty line, but a large portion of the population is clustered just above the poverty line and is prone to entering poverty. 
Estimates show that half of all poor households in recent years were not poor the year before, and over four-fifths of 
next-year's poor will originate from the 40 percent of households with the lowest expenditure levels. Social assistance 
programs play an important role in helping poor households escape destitution while reducing the likelihood that 
vulnerable households will be pushed into poverty. 


The Government of Indonesia has developed several household-based social assistance (SA) programs 
targeting the poor and near-poor; these households make up roughly the bottom 25 percent of the 
population. Household-based program development has been rapid and these initiatives have, with varying degrees of 
success, provided some protection for the poor and vulnerable. Indonesia also has a range of complementary programs 
and policies that extend beyond the household to "protect and promote" the poor and vulnerable, including community- 
driven development programs, job creation and employment strategies, and plans for social security. 


Despite demonstrated promise, much work remains to be done in the loose collection of household-based 
programs. The current range of SA programs does not go far enough in protecting the 40 percent of the population 
with the highest risk of falling into poverty. In addition to significant gaps in both risk and population coverage, all of the 
household-based programs have been limited in their effectiveness due to (a) an insufficient ability to find and prioritize 
poor or vulnerable households; (b) a total benefit package that is sometimes underfunded, sometimes inadequate for 
addressing the particular household need or risk, and sometimes delivered with less-than-optimal timing; (c) a passive 
and implicit reliance on poorly-equipped local implementation partners combined with little explicit financial or technical 
support; (d) weakly-monitored and insufficiently-detailed implementation procedures; or in many cases a combination of 
all four of these. The first step on the way to a dynamic and responsive social safety net should be reform within these 
currently available programs. 


Meanwhile, Indonesia will need to go beyond program reform to create a social safety net that is capable of 
providing consistent, high-quality, and comprehensive coverage. The current range of SA programs provides partial 
and non-guaranteed protection to the poor and vulnerable from some, but not all, of the risks faced. There are risks that 
are not yet covered by any program — for example, risks due to sudden job loss or underinvestment in early childhood 
education. However, even among the important risks that are addressed by current programming, the likelihood that 

an eligible household will consistently receive all benefits is small, while the facilitation, outreach, and information 
dissemination that are necessary to ensure households with any type of background use programs effectively are not 
consistently provided. A true social safety net will involve system-wide planning and coordination between programs and 
agencies in order to ensure that all types of eligible households are reliably protected for all important risks. 


Indonesia confronts these challenges from a position of strength and can create gains for all through better 
protection of vulnerable households. Indonesia benefits from a strong macroeconomic and fiscal position and an 
administration committed to poverty reduction and social protection, allowing it to undertake comprehensive reforms 
from an enviable position of strength. In addition to ensuring that poor households are more effectively protected from 
shocks, such reforms will contribute to Indonesia's continued economic strength by promoting pro-poor investments in 
human capital and a healthy, educated, and productive workforce. An effective and efficient social safety net will also 
enable further government policy reform by alleviating the burdens that reform can create for the least well-off. 





The following recommendations outline some of the steps necessary for the creation of a social safety net 
system in Indonesia: 


1 


First, spend better by improving programs and achieving a more optimal mix of initiatives. Increase 

the benefit level and delivery schedule of the cost-effective conditional cash transfer program (Program Keluarga 
Harapan, PKH); institute a package of radical reforms for stopping leakage and improving targeting in the subsidized 
rice program (Beras untuk Keluarga Miskin, Raskin), which delivers too little at high cost; upgrade capacity for 

the pilot cash transfers targeting highly vulnerable groups; re-engineer the scholarship program (Bantuan Siswa 
Miskin, BSM); and redefine an appropriate benefit package for the health fee waiver program (Jaminan Kesehatan 
Masyarakat, Jamkesmas) in order to provide financially sustainable and reliable health care utilized by all poor 
households. 


Then, scale up to protect more households from health risks, promote continuous education and protect 
from shocks threatening welfare. Expand Jamkesmas and BSM to reach all vulnerable households, and introduce 
a pilot early childhood education program. Scale up PKH to reach all chronically poor households and the collection 
of programs that target marginalized populations. Right-size Raskin to cover only poor households. Fill existing 

gaps in the social safety net by adding a coordinated emergency response system, featuring a revised version of 

BLT (Bantuan Lansung Tunai, Unconditional Cash Transfer) that includes conditions for community service. Such 
expansion to all vulnerable households is estimated to require an increase in social safety net spending levels from 0.5 
percent to just less than 1 percent of GDP. 


Integrate the social safety net by consolidating program support operations under a single roof and 
encouraging single window household access to all services. Consolidate support operations (e.g. socialization, 
complaints handling and M&E) under one roof and develop a single National Targeting System (NTS). Create a 
reliable public face for the social safety net under a single agency with employees that perform outreach and 
socialization activities and can encourage and facilitate access to all initiatives available in the social safety net and 
beyond. 





Executive Summary 





Despite strong economic growth and falling poverty in the last decade, there are many households on the 
edge of poverty. The last decade in Indonesia has seen a return to strong economic growth, and the poverty rate has 
fallen from 23.4 percent (1999) to 12.5 percent (2011). Declining poverty, however, partially masks a high degree of 
vulnerability: much of Indonesia's population is clustered just above the 2011 poverty line of Rp 233,000 per month 
(about US$ 27 at 2011 nominal exchange rates). Around 24 percent of Indonesians live below the official near-poor 
line of 1.2 times the poverty line while 38 percent of the population lives below 1.5 times the poverty line and is almost 


equally vulnerable (Figure 1 and Table 1). Even relatively small shocks to these vulnerable households can be enough to 
push them into poverty. 


Vulnerable households experience income insecurity and frequently fall in and out of poverty. In Indonesia 
recently, approximately half of all poor households are chronically poor, or consistently measured as poor in all of three 
consecutive years. The remaining poor households (in any given year) are households that are highly likely to be moving 
into and out of poverty. For example, of those who were not measured as poor in 2009, 12.6 million had fallen into 
poverty status by 2010; these 12.6 million individuals made up half of all poor individuals in 2010. Over four-fifths of 
these poor households originated from the group of vulnerable households below 1.5 times the poverty line (the bottom 
40 percent). This high level of income churning among vulnerable households, and the large population movements into 
and out of poverty, are a stubborn feature of poverty: in the last three years, over a quarter of all Indonesians have been in 
poverty at least once while 43 percent fell below the official near-poor line at least once (Figure 3).' 








1 Statistics Indonesia (Badan Pusat Statistik, BPS) defines the poverty line as the amount required to obtain 2,100 calories per day from local food 


commodities and a small amount for other basic necessities, such as clothing, housing, and transportation. In 2010, the poverty line was around Rp 
211,000 per month or Rp 7,033 per day. Near-poor is defined as 1.2 times the poverty line. In 2010, the near poor line was around Rp 250,000 per 
month, or Rp 8,400 per day. 
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Poverty Line Multiple 2008 2009 2010 
0.8 x PL (~$PPP 0.95) 

National PL (~$PPP 1.20) 

1.2 x PL (-$PPP 1.42) 
1.5 x PL (~$PPP 1.78) 
1.8 x PL (~$PPP 2.13) 
2.0 x PL (~$PPP 2.37) 
2.5 x PL (~$PPP 2.96) 


Sources: Susenas, various years. 
Notes: The national poverty line is around Rp 233,700 per person per month in 2011. 
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Figure 2. Poor, Near-Poor and Newly Poor Individuals, 2010 
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Figure 3. Exposure to Poverty, 2008-2010 
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Indonesia's challenge is double: helping poor households escape impoverishment while protecting the 40 
percent of Indonesians who are highly vulnerable. Policies and programs must be tailored to fit the Indonesian 
context, which is characterized by a high level of vulnerability and churning near the poverty line and marginal but 
frustratingly slow improvements in social indicators among poor households. Social safety nets, which consist of non- 
contributory cash or in-kind transfer programs targeting the poor and vulnerable, are designed to directly respond to such 
challenges. They are one component in a social protection suite, which typically also includes social insurance, active labor 
market programs, and provision of high-quality, low-cost education and health services accessible to all. Safety nets serve 
three main functions: 


1. Protect households from destitution and catastrophic human capital loss: Social safety nets can provide 
direct income support and reduce inequality. They can also reduce the likelihood of poor and vulnerable households 
resorting to negative coping strategies, such as pulling children prematurely from school to enter the workforce. 

2. Promote opportunities, livelihoods, and better jobs: Social safety nets can also be used to ensure that poor and 
vulnerable families increase investments in productive assets, including in human capital like education and health. 
These investments not only sever the transmission of poverty to future generations but leave households and families 
better prepared in terms of ex ante risk reduction strategies like saving and other financial management tools. 

3. Preparing for progressive reforms: Safety nets may help government replace inefficient redistributive policies 
in other sectors, or successfully reorient macroeconomic policy and structure to improve growth. For example, 
reorienting spending towards progressive transfers and providing consumption support during the acute inflationary 
environment that follows a subsidy reduction can help sustain pro-poor reforms. 
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Indonesia has introduced a range of SA programs forming the potential foundation of a true social safety net. 
The first generation of programs was borne of the 1997-98 Asian Financial Crisis (AFC) when the government introduced 
a number of temporary initiatives to protect the poor from the large negative shocks buffeting the Indonesian economy. 

A second generation of more permanent programs was introduced in 2005 to help usher in fuel subsidy cuts; savings from 
reduced subsidy spending were channeled to programs to help poor and near-poor households cope with the inflationary 
shock caused by the increase in regulated fuel prices. More recently, the government has piloted and expanded programs 
that have a greater emphasis on the promotion of health and education services by poor and vulnerable families. Programs 
launched over the past decade, but especially those introduced during the 2005 reforms, could provide the foundation for 
a true social safety net targeting poor and near-poor households 


Today, social assistance is concentrated in eight household-based programs which are all primarily designed, 
funded, and executed by the central government. A temporary unconditional cash transfer program (BLT) was 
deployed in 2005-06 to mitigate the inflationary impact caused by fuel price adjustments and again in 2008-09 to protect 
vulnerable households from further fuel price adjustments and the effects of the global financial and food price crises. 
Raskin distributes subsidized rice to 17.5 million families across the country. Jamkesmas provides health service fee waivers 
for 18.2 million poor and vulnerable households. A scholarship program (BSM) provides cash assistance to approximately 
4.6 million students across the country. PKH — a conditional cash transfer — provides income support and investment in 
health and education services for over 800,000 extremely poor households in pilot areas. Finally, there are cash transfers 
with facilitated services for highly vulnerable groups including at-risk children (Program Kesejahteraan Sosial Anak, PKSA), 
the disabled (Jaminan Social Penyandang Cacat Berat, JSPACA) and vulnerable elderly Jaminan Sosial Lanjut Usia, JSLU). 
Each of these eight programs has a unigue government authority and provider located primarily in one of five central 
government agencies (Figure 3). 





The Government of Indonesia has demonstrated a commitment to strengthening social assistance programs 
as part of its broader social protection and poverty reduction strategy. The current administration's Medium-Term 
Development Plan (MTDP) for 2010 to 2014 aims to accelerate poverty reduction and reduce income inequality; MTDP 
goals include a headcount poverty rate between 8 and 10 percent by 2014. The MTDP lays out strategies to achieve this 
goal, one of which is the development of a "family-centered" social assistance system and reforms to priority programs. 
Simultaneously, the government is expanding and improving other programs with social protection and poverty reduction 
elements including: social security reform, community-based programs, credit provision for micro- and small-enterprises to 
stimulate job creation, and other active labor market programs. 


This report, the first comprehensive assessment of its kind in Indonesia, assesses the extent to which current 
social assistance programs are providing an effective social safety net for poor and vulnerable households. 
The government and its development partners require an analytical base to inform their decisions about social assistance 
policy reform and program design and delivery? To support this, the report uses all available qualitative and quantitative 
data (including the most recent) to assess the extent to which the current collection of SA programs is providing effective 
safety net functions: protecting the poor and vulnerable; promoting good behaviors, and enabling reforms effectively and 
efficiently. In order to answer this overarching question, six intermediate questions are asked*: 


Does Indonesia allocate the right level of resources to household social assistance? 
Do programs provide the right benefits? 

Are benefits reaching the right people? 

Do people receive the benefits at the right time? 

Are programs implemented in the right way? 

Does Indonesia have the right programs and system in place? 


со иш м 





2 Though this report focuses solely on household-centered social assistance programs, it recognizes that improvement in other areas mentioned will be 
critical for continued reduction of poverty and vulnerability. 


3 Throughout this report "right" is used as shorthand to indicate effectiveness or efficiency and is not meant to be taken as a normative indicator of 
"correct", "proper", or even "meeting a pre-defined standard". For example, the "right" time to deliver benefits is when they are needed and when 
they can and will be used as intended; similarly the "right" benefits are not a certain percentage of median incomes, but rather benefits that allow 
households to achieve what the program intends for them to achieve. The report will clarify this usage in the course of elaborating on each of the six 
different "rights" mentioned here. 
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1. Does Indonesia allocate the right level of resources to household social 
assistance? 


Spending on social assistance has significantly increased over the past decade, supported by fiscal 
consolidation. From a low base in the early 2000s, Indonesia's aggregate national public expenditures on SA programs 
permanently increased from 2005, in line with the proliferation of individual initiatives beginning then. At the same 
time, the Government of Indonesia (GOI) has also been increasing its expenditures on social insurance, but these mainly 
cover civil servant pension and health premiums. Overall, of the 1.2 percent of GDP spent on social protection (social 
assistance plus social insurance) in 2010, about one-third went to household-based social assistance and two-thirds to 
social insurance. Increased fiscal space — a result of starkly declining debt payments^ — has left room for further increases 
in SA spending. However, regressive energy subsidies, which in some years cost as much as 4.5 percent of GDP, continue 
to dwarf spending on SA programs. 


Indonesia spends 0.5 percent of GDP on SA, which is low in comparison to regional peers and middle-income 
developing countries. National expenditures on SA programs are estimated at almost Rp 30 trillion (US$ 3.3 billion) in 
2010, equivalent to 2.6 percent of total national expenditure or 0.5 percent of GDP (Figure 4). According to the MTDP 
for 2010 to 2014, modest expansion plans for most of the household-based SA programs results in national expenditures 
flatlining at their current relative level (0.5 percent of GDP). The average developing country, on the other hand, spends 
around 1.5 percent of GDP on social assistance. The average for East Asian countries is 1 percent. Latin America countries 
— where safety nets are relatively comprehensive — spend, on average, 1.3 percent of GDP. 


Central government spending consistently accounts for almost 90 percent of total Indonesia-wide public 
SA expenditures. Sub-national governments account for just over 10 percent of total national SA expenditures, 
the majority of which appears to be absorbed by staff salaries and general administration in support of the major GO! 
programs. 


Figure 4. Public 
Expenditures on 
Household Social 
Assistance, 2001-2010 


Rp billion 


2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 


Nominal expenditure (LHS) 
— — -— Share of total expenditure (RHS) 
Share of GDP (RHS) 


Sources: Kemenkeu, BPS and World Bank staff. 





4 Indonesia's debt-to-GDP ratio declined from almost 90 percent in 2000 to just 25 percent by the end of 2010 and is expected to decline further in the 
years ahead. 
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The majority of SA spending goes to income relief for poor and vulnerable households; smaller amounts 

are spent promoting productive behavior and human capital investment. Raskin, the single largest program, 
accounting for 53 percent of total SA expenditures, aims to protect households from food insecurity by delivering regular 
in-kind transfers (Figure 5). Both Jamkesmas and BSM scholarships — the next two largest programs, together accounting 
for about 32 percent of total SA expenditures — protect by providing income or no-cost healthcare services. Each could 
promote regular and effective healthcare or education service utilization, but as this report will show the promotive 
elements in both BSM and Jamkesmas are underdeveloped. The cash transfers designed to promote livelihoods and 
investments in human capital are allocated much smaller resource shares: PKH is allocated 4 percent and programs 

for marginal groups 2 percent of total national SA expenditures. These pilot programs are not yet allocated sufficient 
resources to reach all eligible beneficiaries, although it is an open question whether implementing agencies could 
effectively absorb the increased spending necessary for full coverage. In contrast, regions like Eastern Europe and Latin 
America, where safety nets are more mature, tend to allocate a significant majority of SA expenditures to targeted cash 
transfers for vulnerable families and marginal groups. 


Current SA expenditures appear low given the Indonesian risk and vulnerability profile described above. First, 
many social assistance programs do not yet have the mandate or resources to reach all eligible beneficiaries. Second, 
programs officially target poor and near-poor households, not the additional vulnerable households that are at risk of 
falling into poverty. In addition, each program prioritizes beneficiaries idiosyncratically, meaning many beneficiaries of 
one program will not receive other programs and few households are transferred benefits from all available programs 

and interventions. Third, total benefits transferred by major government SA programs represent just 60 percent of the 
cumulative income gap of poor and near-poor households and just 10 percent of what would be needed to close the 
cumulative income gap of all vulnerable households living below 1.5 times the poverty line. Taking into account the actual 
allocation rules and targeting outcomes reduces these ratios further: as not all benefit soending reaches only intended 
poor and vulnerable households, actual benefits received by these households are a smaller proportion of their cumulative 
income gap. Finally, the obvious majority of spending is absorbed by an in-kind transfer (Raskin) with relatively small 
benefit levels and high levels of redistribution to non-poor households. If all programs were consistently reaching the 
same eligible households (as well as at least some vulnerable households), significantly more resources would need to be 
devoted to existing programs. Meanwhile, larger SA resource shares would need to be shifted from Raskin to programs 
that consistently deliver more significant benefits. 


2. Do programs provide the right benefits? 


The main SA programs protecting the poor and vulnerable deliver only a fraction of the benefits promised 

or needed. Іп 2010, Raskin — the largest program by expenditure — promised beneficiaries 14 kilograms per month but 
only delivered an average of 3.8 kilograms per month. These amounts, when purchased at actual Raskin prices, represent 
between 2 and 3 percent of poor household expenditure, the lowest benefit level provided by any Indonesian SA program. 
Jamkesmas is generous by design, protecting households from health shocks by offering a fee waiver for nearly all medical 
services available at public hospitals and primary care centers. The program, however, does not provide enough of the 
facilitation and outreach that could make the benefit packages effective for poor households. For example, Jamkesmas 
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can not address costs that households identify as serious impediments in accessing health services (transport, lost wages, 
childcare, food and lodging for companion or chaperone). 


While cash transfer programs offer the right type of benefit, the amount is often not enough for households 
to invest in education services. Neither scholarship programs nor conditional cash transfers provide sufficient 
benefits for the needs of target households. For example, secondary education expenditures (including placement fees, 
transportation, and uniforms among others) can be as high as 20 percent of a poor household’s annual income, which 
puts it well beyond the reach of beneficiary households even after transfers. A household receiving both PKH and BSM 
might find the total transfer adequate, but implementing agencies have in the past targeted different households and 
individuals. In addition, benefit amounts for most programs have never been adjusted for a rising cost of living and have 
remained unchanged at their initially set levels (going back as far as 2005 in some cases), meaning their real value to 
beneficiaries has declined by as much as 30 percent over time. 


The unconditional cash transfer (BLT) was successful in easing policy reforms and providing beneficiaries with 
the right benefits to help them cope with shocks. It provided beneficiary households with cash amounts equal to 
approximately 15 percent of regular expenditures. These transfers were more than enough to cover increased expenditure 
on fuels. Benefits continued for one year as shocks from government policy reverberated through the rest of the 
macroeconomy, allowing beneficiaries time to readjust spending patterns to new relative prices. Although BLT served as 
a good example of how SA can provide benefits that ease policy reforms, the government has used the BLT program only 
twice in over 6 years (since 2005). 





3. Are benefits reaching the right people? 


A significant number of poor households are excluded from beneficiary lists. Overall, the poorest households are 
more likely to receive SA benefits. However, less than half of the poorest and most vulnerable 40 percent of households 
receive BLT and Jamkesmas (for example), while 20 to 25 percent of total benefits from both programs go to the richest 
40 percent. Over 70 percent of the vulnerable receive Raskin, but Raskin also has high coverage of the non-vulnerable, a 
result of local-level Raskin sharing among all households. In a comparison of targeting outcomes, and with 100 percent 
representing perfect targeting according to program design, BLT performs the best at 24 percent better than random, with 
Jamkesmas and Raskin at 16 and 13 percent respectively. BSM performs quite poorly: the poorest 30 percent of students 
receive less than double the amount of BSM benefits received by the richest 30 percent. Indonesian program targeting, as 
measured by coverage of the poor, is in line with international benchmarks, but leakage to the richest households is much 
higher in Indonesia than elsewhere. 


Each program has developed its own beneficiary eligibility rules and targeting in practice has often strayed 
from these official guidelines." For example, BLT was meant to use a mix of data collection methods, but each step 

in the data collection procedure was carried out with significant revisions: statistical assessment of poverty status was 

not in-line with international best practice while community-based assessment was in most cases neither consultative 

nor transparent. Raskin is meant to use official lists of the poor to select beneficiaries, but in practice communities 
distribute the rice as they see fit, often sharing it out amongst many or all households. Jamkesmas is also meant to use 
official lists of the poor but there is considerable variation in beneficiary identities at the local level, with local health 
officials sometimes choosing beneficiaries, or households selecting themselves based on previous healthcare use. Different 
targeting approaches mean different beneficiaries for each program even though all major SA programs target the same 
populations. 


Poor socialization and mistargeting have undermined support for SA programs. The percent of communities 
experiencing protests over the programs ranged from 25 percent for Askeskin (now Jamkesmas), to 56 percent for BLT, 
with those not receiving assistance being the most likely to complain. Mistargeting, nepotism and a lack of transparency 
in, and poor socialization of, beneficiary selection were the main sources of complaints. The nature of the community 
protests suggests that improved targeting of programs would improve satisfaction and buy-in. 


Indonesia represents a complex targeting environment and improved data collection can enhance outcomes 

in all the household-based programs. Nearly 240 million individuals are dispersed across at least 18,000 islands and 
over 500 districts (each of which has considerable ownership and operational control of public spending and social sector 
programs since decentralization) in Indonesia. Targeting should be able to identify the chronically poor, the near-poor, and 





5 Refer to Targeting Poor and Vulnerable Households in Indonesia (World Bank, 2012a) for a detailed review and discussion of targeting practices in 
Indonesia. 
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the especially vulnerable (but not currently poor) in all these localities and across a consumption distribution that is tightly 
compressed near the poverty line. In 2011, a large survey which collected data from nearly 45 percent of Indonesian 
households has allowed BPS to meaningfully update its list of poor, near-poor and vulnerable households and families; it 
is hoped the PPLS11 (Pendataan Program Perlindungan Sosial, Data collection for targeting social protection programs) 
survey will also serve as the foundation for an initial Cluster 1 eligibility database and a unified beneficiary registry. This 
massive improvement in data collection, which combined results from previous lists of poor households with 2010 
population census results and community nomination, is expected to result in significant targeting improvements over 
previous methods. 


4. Do people receive the benefits at the right time? 


The largest SA programs performed well in delivering benefits to households when needed. BLT was well- 
timed, reaching households during the month when the largest increases in fuel prices occurred and were quickly 
spent. Jamkesmas is always available to households if they can cover the supplementary costs of access. Raskin is also 
continuous, with subsidized rice delivered monthly. However, local-level implementation practices — with rotation and 
sharing of rice amongst households regardless of strict eligibility — negatively impact Raskin's dependability for poor and 
vulnerable households. 


Implementation issues often prevent benefits from reaching beneficiaries at the right time. PKH faced 
bottlenecks in early years because of partial and slow management information systems (MIS) systems resulting in 
delayed and ill-timed payments. These problems have since been addressed, but PKH's effectiveness would be enhanced 
further through better synchronization of benefit amounts with the chronological profile of a household's needs; this is 
especially true for education expenditures, which are predictably larger at the beginning of a school year. PKSA, JSLU and 
JSPACA payments only reach beneficiaries in the second half of the year, resulting in benefit-bunching that reduces any 
consumption-smoothing effects and encourages large one-time expenditures. Lessons from the PKH experience can be 
useful in improving the delivery of benefits from these other programs. 


Timeliness is sometimes weakened when design issues reinforce the negative effects of slower 
implementation. BSM is delivered in one lump-sum payment that arrives more than one year after enrollment and thus 
are not available to students in the final year at each level of schooling. The cash transfers provided to families through 
these programs, therefore, are absent at the beginning of the school year and during primary-to-secondary or within- 
secondary transition years, which is precisely when the greatest risk to, and sharpest increases in the costs of, continued 
education occur. Similar problems have been identified in the PKH program, which did not deliver payments just prior to 
the academic calendar when parents needed to pay school registration fees. This problem, which is a likely explanation 
for why the program did not have an impact on school enrollment rates among beneficiaries, will be fixed in upcoming 
payment cycles. 


5. Are programs implemented in the right way? 


Most of the larger programs probably spend too little on administration and support operations. BSM, 
Jamkesmas and, to a lesser extent, BLT spend too little on administration to ensure good performance. The smaller cash 
transfer programs have higher administrative costs even when measured on a per beneficiary basis, and these costs are 
reasonable given the pilot status and small scale of the programs. Raskin — like most food programs around the world — 
spends much more on administration overall, although these expenditures are for physical transportation, distribution and 
packaging of rice rather than on support operations for beneficiaries. 


Weak socialization and lack of accountability controls result from underfunding of support processes. Too little 
effort is spent on the content, delivery, and oversight of safeguarding or supporting operations. All programs suffer from 
inadequate socialization guidelines, leading to reduced program transparency and legitimacy and heightened potential 

for corruption. Knowledge on eligibility rules, program objectives, and beneficiary rights and responsibilities is usually 
spread thinly among beneficiaries, eligible households, communities, and local-level program implementers. Therefore, 
bottom-up monitoring of the targeting and benefit distribution process is limited while intra-community jealousy and 
misunderstanding are often high. SA programs — with the exception of the pilot Kemensos (Kementerian Sosial, Ministry 
of Social Affairs) cash transfers — do not include an explicit facilitation or outreach process. This limits beneficiaries’ 
effective access and leads to increased capture by those already familiar with the services offered, especially for Jamkesmas 
and BSM. 
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Few programs have embedded monitoring, evaluation, or complaint resolution mechanisms that function 
efficiently. All programs have descriptions (in regulations and manuals) of program monitoring arrangements and some 
details regarding the content of monitoring procedures and reports. However, program monitoring and reporting is most 
often carried out by local-level implementers and delegated with very little financial support, technical support, or systems 
for quality control. Monitoring and reporting most often produces information that is not useful for evaluating service 
delivery performance or household outcomes. Likewise, complaints and grievances processes are usually described but 
remain only weakly functioning and they are mostly unfamiliar to households and front-line providers. Both shortcomings 
constrain implementing agencies' ability to quickly and effectively remedy unwanted or unintended program outcomes. 


Some programs have weak budget execution and most exhibit unsmooth yearly disbursement. Many SA 
programs exhibited low budget execution rates in their early years, but some now disburse close to 100 percent of 
allocated budgets. Jamkesmas is an exception: it has seen a steady decline in its budget execution ratio in recent 

years partly as a result of underutilization and confusion caused by the proliferation of competing local schemes and 
corresponding regulations. Most SA programs exhibit slow and therefore unsmooth budget disbursement: benefit 
payments are often “bunched” in the second-half of the fiscal year making them less useful for consumption smoothing. 
The main reason for the delay is long bottom-up beneficiary identification and verification procedures, meaning payment 
authorization letters are rarely sent to the Treasury before May. Disbursement of funds to intermediaries typically begins in 
May or June and to beneficiaries shortly thereafter. PKH has in recent years exhibited the smoothest budget disbursement 
profile, helped by a strong MIS and advanced disbursement of funds followed by reconciliation. 





Other public financial management issues include lack of performance-based budgeting and bottom-up funds 
monitoring. Budget audit documents focus on budget execution rather than outcomes, and there is a lack of capacity to 
support performance-based budgeting. Leakage of funds is not yet a major issue in most programs — Raskin may be an 
exception — but benefit deductions and other fees are common during implementation and there are no efforts at rights 
and awareness campaigns that could encourage bottom-up funds monitoring. 


Finally, implementation is also affected by local-level politics and revisions. Local governments, agencies, service 
providers, and broader communities are asked to support various stages of most programs. Targeting, beneficiary 
verification, socialization, funds channeling, facilitation, monitoring and evaluation, and the complaints and appeals 
process are all areas where these actors may be involved. However, weak socialization and inconsistent follow-up 

mean that local actors are free to revise implementation procedures to suit what they feel is needed or desired by 

the community. This often means minimum service standards in each of the above-mentioned processes cannot be 
guaranteed and both implementation and outcomes will vary widely from region to region. 


6. Does Indonesia have the right programs and systems in place? 


Conditional and unconditional cash transfer programs have effectively protected households from shocks, 
promoted good health and education behaviors and facilitated reform. BLT effectively protected households from 
the shock of fuel price increases and helped facilitate much needed subsidy reforms by delivering cash transfers at the 
right time. These transfers were spent on basic necessities and also provided a cushion for other good behaviors related 
to nutrition, education, child labor and health. BLT will benefit from further institutionalization and codification as an 
automatic stabilizer that is triggered by pre-defined crisis events as well as better provision of monitoring, a system for 
complaints and grievances, and clearer divisions of authority and incentives between implementing agencies. Although 
confined to a small set of households, the PKH pilot program has also produced positive impacts. Monthly household 
consumption increased by 10 percent (over and above initial levels); the largest shares of this increase went to food, 
especially high-protein foods, and health care. PKH's presence even produced more pre-natal visits and child weighings 
in non-beneficiary households living in PKH areas. PKH did not have an effect on drawing more children into school 
(enrollment rates), encouraging them to stay (dropout rates), or encouraging them to continue (transition rates) due to 
poor timing, relatively small benefits, and lack of outreach to school-leavers. PKH will benefit from continued attention 
to the entire benefit delivery process and management of the MIS system monitoring all subprocesses; the design and 
intensity of its collaboration with service providers and local governments; and capacity and quality upgrading in its 
facilitator corps. 


Other SA programs, however, are struggling to meet their overarching objectives. Jamkesmas has increased 
utilization of health services, but the effects are much larger for non-poor households and households with previous 
experience with the healthcare system. For private or public facilities and for primary or secondary (hospital) care, 
households in the richest quintile with Jamkesmas saw their utilization rates increase at much higher rates than 
households in the poorer quintiles with Jamkesmas. Poor beneficiaries are not taking advantage of Jamkesmas’ nearly 
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unlimited benefits due to lack of awareness of services provided and inability to meet supplemental costs of access. If 
Jamkesmas (in collaboration with service providers and community groups) can do a better job recruiting beneficiaries into 
the healthcare system and providing enough information for effective use, service providers in the Jamkesmas network will 
need to develop plans for increasing both the quality and quantity of services provided; otherwise, Jamkesmas benefits are 
likely to continue to be in name only. BSM and Raskin are not likely to significantly protect households or promote good 
behaviors because of design and implementation weaknesses. 


BLT and PKH produce effective benefits from reasonable levels of public monies provided; Raskin and the 
BSM programs are not cost effective. BLT and PKH spend reasonable amounts on all the support processes necessary 
to distribute cash transfers relatively efficiently (5 and 16 percent, respectively, of the total amount of benefits provided) 
and they deliver proven outcomes. The smaller cash transfers also deliver benefits relatively efficiently, although their 
effectiveness is less well known. In contrast, while BSM delivery looks efficient — i.e., with minimal overheads — the 
program achieves very little and is less well-known and less used by target groups. On the other hand, Raskin spends 
the most (there is a built-in administrative cost of approximately 25 percent, but actual non-benefit expenditures may be 
higher or lower) to deliver rice, but beneficiaries end up with a very small transfer, making Raskin the least cost-effective 
program when considering actual benefits delivered. Spending on the sector as a whole is mildly pro-poor: around 

60 percent of total benefits from the four largest programs go to poor and vulnerable households (roughly equivalent to 
the bottom four deciles) and the remaining 40 percent of benefits went to households in the top six deciles. BLT's higher 
coverage of the bottom 10 percent of households is notable, as is BSM’s higher coverage of the top 30, 20 and 10 percent 
of households. 


Overall, the current collection of SA programs in Indonesia does not constitute a true social safety net: many 
gaps still remain. There is currently no program that anticipates risks from, and prevents negative coping behaviors 
during, household-idiosyncratic risks such as temporary unemployment. Indonesia also does not have an automatic safety 
net that kicks in to protect households in response to global, macro, regional or micro shocks. Large numbers of those 
from especially vulnerable groups such as destitute elderly and disabled remain unprotected. Promotion on a large scale 
is also underprovided. PKH is a relative success story but is confined to a small subset of very poor households. BSM 
serves a larger proportion of the population with a valuable protection-and-promotion benefit, but is struggling to be 
effective. Early childhood interventions in education, nutrition, and vaccination are not yet national in coverage. Lastly, 
with respect to reform, Indonesia has a proven program in BLT. However, BLT has only been used on an ad hoc basis and 
has not been institutionalized for political reasons. 


The effectiveness of the system as a whole is constrained by fragmentation, lack of coordination and 
duplication. Programs operate in isolation of each other creating a fragmented approach to social protection. The 

eight major programs are spread across five different implementing agencies and many other institutions are involved in 
support operations, disbursing and delivering benefit packages, and policy planning. Fragmentation also occurs within 
agencies: the scholarships program is actually comprised of 10 different independent initiatives spread across Kemdikbud 
(Kementerian Pendidikan dan Kebudayaan, Ministry of Education and Culture) and Kemenag (Kementerian Agama, 
Ministry of Religious Affairs) with little inter-connectivity between them. The PKH, JSLU, JSPACA, and PKSA programs are 
run independently out of four different administrative clusters within Kemensos, virtually guaranteeing the duplication of 
many common processes. This also prevents households from being inducted into the entire array of initiatives available 
and prevents implementing agencies from realizing economies of scale or scope in their operations. These issues are 
mirrored in budget formulation for the social assistance sector. Budgets are fragmented across and within agencies and 
overall budget formulation for the sector is not supported by existing budget classifications. 


7. Recommendations for an Indonesian Social Safety Net 


Indonesian SA programs have proliferated, but much work remains to turn the loose collection of programs 
into a true social safety net. Each of the major programs faces design and delivery challenges and there are significant 
gaps in both risk and population coverage, leaving many vulnerable households exposed to poverty. Fortunately, the 
country is in a strong position both fiscally and macroeconomically (trends which are projected to continue). It has the will 
and creativity necessary to meet the challenge of developing a true social safety net which reliably protects the poor and 
vulnerable from the risks they face and promotes investment in productive and poverty-reducing behaviors. The following 
recommendations outline some crucial steps in creation of such a system. 
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A. First, spend public money better by reforming and re-engineering programs and 
implementation to achieve a better mix of welfare-improving programs 


Scale up PKH while revising benefit levels to continue delivering better health and education outcomes for 
poor households. Make PKH a national program by expanding coverage to all very poor households. Increase PKH 
benefit levels to ensure they are appropriate for education costs and include transition bonuses (for basic to junior 
secondary and junior to senior secondary). PKH has one of the only comprehensive MIS systems in Indonesia and 

should continue to refine the processes by which MIS-generated information is incorporated into a continuous reform 
and improvement cycle. In addition to further refinement of the PKH conditionalities and the MIS system monitoring all 
subprocesses, PKH will benefit from a redesign to its collaboration with service providers and local governments as well as 
capacity and quality upgrading in its facilitator corps. 


PKSA, JSPACA and JSLU have the potential to help especially vulnerable groups, but lack capacity and 
resources for needed facilitation and outreach, appropriate safeguarding, and effective delivery. These programs 
should start with a redesign of the mix of cash and facilitated services that make up the benefit package as well as the 
outreach, intake, and triage processes that could direct beneficiaries with highly specialized needs to service providers 

in other sectors able to provide the care that is immediately necessary. In parallel, the programs should begin a guided 
upgrade to safeguarding activities (socialization, targeting and prioritization, facilitator capacity and services delivered, 
monitoring and evaluation, and complaints and grievances) and devote more financial and human resources for this 
purpose. Consolidating the three cash transfers and instituting a common systems approach for all support operations 
will save time and help realize greater economies of scale in operations. Here the programs can learn from PKH and can 
make arrangements to share implementation processes and systems, especially PKH's MIS system. When reforms have 
momentum, begin considering increasing coverage beyond current levels based on soundly-estimated regional needs. 





Reform and re-engineer BSM to remedy its current ineffectiveness for poor and vulnerable households and 
then expand availability to all poor and vulnerable households. BSM benefits should be recalculated to be 
commensurate with the total costs of education and cash transfers should be delivered when needed. BSM design should 
be revised so that the program is able to provide reliable relief for students and households during the riskiest periods of 
an educational career; a "graduation bonus" or "transition bonus" will encourage students to continue across transitions 
and provide funds for education before school expenditures ramp up again. The administration of the BSM program 

in Kemdikbud must be re-designed so that the BSM can follow students across schooling levels (from basic to junior 
secondary, junior to senior secondary, and senior secondary to university). Consider consolidating the 10 independent 
BSM initiatives across agencies and across school levels so that the program can follow a student along his/her educational 
career and establish a single coordination unit in Kemdikbud (or another agency) to implement the unified program, 
including more thoughtful and effective socialization and better targeting using a national database of poor students. 


Revisions to Jamkesmas are essential as it currently struggles to increase utilization among needy beneficiaries 
who are either unaware of the program or cannot afford the costs of access. Three major revisions to Jamkesmas' 
overall benefit package are necessary for effectiveness and sustainability: a revised mix of free medical services and 
facilitation and outreach would be more effective for poor households; a revised mix of free medical services and benefits 
for general access costs would also increase utilization among poor households; and the medical benefit package itself 
should be revised as it is currently more generous than most other schemes available in Indonesia and internationally. 

To ensure that beneficiaries get the quality care they need will require increased monitoring of service providers, the 
establishment of a complaints and grievance system, and better socialization of Jamkesmas benefits, goals, and rights and 
responsibilities. As Indonesia has struggled to keep pace with the rest of the region in maternal and child mortality and 
malnutrition, the revised and re-engineered Jamkesmas program should be extended to the bottom 40 percent of the 
Indonesian population while Jamkesmas needs to develop medium and long-term scenarios that are scientifically costed 
(and not based on current supply-side limitations and beneficiary underutilization) to ensure the program's longevity. 
Jamkesmas should also develop plans to ensure that Jamkesmas beneficiaries retain coverage during the transition to any 
upcoming universal health insurance scheme. 


Raskin delivers very little at unknown cost and would benefit from process re-engineering and rationalization. 
If Raskin is going to continue providing SA benefits with public monies, a thorough reorganization is necessary. Business 
process analysis may indicate where, why, and how so much Raskin rice is lost; may determine where, why, and precisely 
how much government agencies spend to achieve Raskin delivery; and can suggest technologies and processes to 
economize on those costs. Lastly, household rice purchases will have to be monitored and controlled more tightly in order 
for the Raskin program to deliver full benefits to only poor and vulnerable households. If Raskin cannot improve in these 
three areas, it should cease using public money to deliver SA products. 
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Past reforms have demonstrated the usefulness of a quickly-deployed but temporary emergency income 
support. BLT worked to protect incomes and safeguard good behaviors partly because it was deployed rapidly and 
valuable benefit packages arrived just in time. Cash benefits also proved useful as households were able to immediately 
apply benefits to whatever expenditures were necessary and normal. When the next crisis or policy reform package 

hits Indonesia, social safety net providers should have a temporary cash-for-service initiative ready to be deployed, so 
developing protocols, procedures, and institutional authority for an automatic BLT will ensure timely disbursement. Before 
the next crisis, both the evidence on BLT effectiveness and procedures for initiating a BLT (as a response to crisis) should be 
codified and automated so that BLT becomes an apolitical, technical tool for combating the stresses and difficulties that 
households experiencing crisis face. 


The current array of programs could consistently reach the same poor, near-poor, and vulnerable populations 
by developing a common targeting standard based on the PPLS11 survey. Targeting in each program should 
identify the chronically poor, the near poor, and the especially vulnerable (but not currently poor) across Indonesia. The 
PPLS11 survey — which represents a massive increase in data collection as well as an improvement in data collection 
methodology — will be able to produce such national lists of poor, near-poor, and vulnerable households. Benefit 
allocation based on the PPLS11 survey (and corresponding list of eligible households) is expected to result in significant 
targeting improvements over previous methods. Moving all programs to a common standard and eliminating idiosyncratic 
approaches and duplication in data gathering will also cut down on administrative expenditures and will reduce the risk 
that households fail to have reliable access to all programs for which they are eligible. A common targeting standard may 
also serve a demonstration effect to implementing agencies and service providers and may encourage the development of 
minimum service standards in other program areas. 


B. Cover the most important risks while extending at least basic coverage to all poor and 
vulnerable households. 


Social safety nets should target all chronically poor households with greater assistance and be able to provide 
basic protection to the 40 percent of all households that are most at risk of becoming poor in any given year. 
The current range of SA programs does not go far enough in protecting income and promoting healthy behaviors in 
chronically poor households, nor do current programs protect all households that are highly vulnerable to shocks. To cover 
all vulnerable households with some basic protection, the social safety net needs a broader reach. 


A core component of a future social safety net for Indonesia is protecting households from risks to their heath. 
Illness, work accidents, and long-term debilitating health setbacks are inherently unpredictable. Treatment can be costly 
and difficult to plan for, while those whose work is interrupted pay twice: once for medical care and again in foregone 
income. All poor and vulnerable households need permanent and easy-to-use programs that provide low- or no-cost 
access to health care providers. Households with more specialized needs and costs will require extra support. Expand 

the coverage of Jamkesmas to all vulnerable households, offering a basic benefits package that is fiscally sustainable. In 
addition, provide PKH to all chronically poor households that experience greater burdens, but lighten the conditionalities 
in areas where health services are still limited. Expand coverage and facilitated health services of programs that cover the 
especially vulnerable elderly and those living with serious disabilities. 


Poor and vulnerable households need access to permanent and easy-to-use programs that provide low- or no- 
cost access to all levels of public education. Education is a key to helping families break the intergenerational transfer 
of poverty. With higher levels of education, youth are more likely to find good jobs and benefit from high wage premiums 
and earn their way out of poverty and vulnerability. The social safety net, however, must ensure that children and youth 
from disadvantaged families can continuously stay in school for as long as possible. Interrupting education at any point 

in a child's life can open up gaps that persist for a lifetime. The BSM program, once consolidated and re-engineered, can 
provide much needed assistance to students who are most at risk of dropping out. PKH students should automatically be 
linked to the BSM program and PKH households should face lighter conditions that are possible to achieve in areas where 
school availability is limited. At the same time, expand coverage of PKSA that reaches out to youth who are at greater 
risk. To fill the gap in the critical early years, pilot and test a program that provides effective and affordable early childhood 
development (ECD) services for poor families, including parental education. 


Social safety nets should ensure a minimum level of income so that vulnerable households are not forced to 
make difficult choices. Persistently poor households have difficulty generating sufficient income to lift themselves out 

of poverty. Vulnerable households are likely to turn to negative coping mechanism — sending more members to work 

and pulling more members out of school, switching consumption to less nutritious but cheaper foods, and foregoing 
health care — precisely when their incomes are threatened. Indonesia needs income support initiatives that reliably address 





Executive Summary W 


both difficulties. The cash transfers to severely disadvantaged households — PKH, JSPACA, PKSA, and JSLU — should be 
expanded to national coverage. Raskin should provide additional in-kind permanent income support to poor households 
only, but this will require a major reform to operating procedures and operating costs. 


Pilot a national workfare program so that all vulnerable households can rely on a guaranteed number of 
working days when difficult times occur. Vulnerable households may not face income risk every month, but sudden 
unemployment, illness, bad harvest, or other idiosyncratic shocks can interrupt regular earnings or regular productive 
activities. With a workfare program that vulnerable households can opt into when stipulated wages become attractive, 
the ever-present risk to income generation is partly addressed. A workfare program is also a good time and place for 
contact by a facilitator who could enroll eligible households in Jamkesmas and BSM (if applicable). Well-designed 
workfare programs set wages below the prevailing market wages so only households with no better outside opportunities 
apply. A coordinated and authorized list of projects and sites where labor is needed must be available at all levels of 
government. 





A quickly-deployable and automatic emergency income support facility will be useful in the face of future 
crises or difficult policy reform. Current SA programs focus on long-term poverty and vulnerability. These programs 
must be folded into a system that includes a crisis monitoring and response mechanism that addresses short-term, 

acute shocks and that focuses on providing income and basic necessities to all households at risk of curtailing human 
capital investments in health, nutrition, childcare and education. The national development planning agency (Badan 
Perencanaan dan Pembangunan Nasional or Bappenas) should reinvigorate its collaboration with BPS in order to ensure 
the timely processing and release of high-quality and highly-relevant data that is amenable for near-real-time monitoring 
of household conditions. Then, a successful vulnerability mitigation tool should be developed that can respond precisely 
when a crisis forces vulnerable households into negative coping strategies. Some of the response might include temporary 
scaling up of social safety net programs, but the GOI should develop protocols and cement the legal basis for the 
automatic and rapid disbursement of a pre-identified social assistance package (and associated targeting procedures) 
before the next crisis or downturn hits. 


C. Explore a longer-term transition to an integrated safety net hub architecture 


To prevent vulnerable households from falling through the cracks and to economize on implementation costs, 
current fragmentation and duplication must be eliminated. A single agency should be in charge of developing plans 
for implementation, monitoring, evaluation, and reform of all SA initiatives. The same agency should have the power to 
delegate implementation tasks, either to already existing government agencies or external contractors. 


The quickest way to jumpstart SA integration is through the National Targeting System that is already in 
development. The National Targeting System will construct a unified targeting registry of potential beneficiaries, based on 
the PPLS11 survey (see above) and with improved targeting methods. With this single source of quality-controlled data, 
programs can improve targeting outcomes. Moreover, programs with the same target population will have consistent 
beneficiary lists, leading to more complete coverage and more effective realization of program complementarities. 


In addition to targeting, the rest of SA support operations should be brought under a “minimum service 
standards” framework through which each program is monitored, evaluated, and reformed. In order to 
harmonize both the quality and effectiveness of all social safety net initiatives, a single agency or body should develop 
minimum service standards and indicators that reliably track performance in each program. The implementation steps 
that will need to be brought under this common framework are: socialization and outreach procedures; monitoring and 

a common Management Information System; evaluation activities (these may benefit the most from participation by 
external, independent agencies); complaint, grievance, and appeals procedures; and finally promotion and public relations 
for the social assistance initiatives. Another quickly achievable integration step is through rationalization of the social 
safety net budget development and budget reporting processes. 


Seamlessly protecting poor and vulnerable households from diverse risks over their lifetimes may ultimately 
require the consolidation of the current programs and agencies into a "single window". In Indonesia, the 
collection of social assistance initiatives is not aligned along a household5 life cycle, meaning missed opportunities 

to protect and promote productive behaviors as new risks arise. In order to reduce these missed opportunities, some 
middle-income countries have established a single coordinating hub, single agency, or even a single program, targeting 
many vulnerable groups and risks. With a coordinated social safety net operation, households can access the entire array 
of services for which they are eligible by making a single visit or through a single facilitator. 
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Despite strong economic growth and falling poverty over the last decade, many households continue to live 
on the edge of poverty. The last decade in Indonesia has seen a return to strong economic growth, and the poverty 
rate has fallen from 23.4 percent (1999) to 12.5 percent (201 1). The falling overall poverty rate, however, partially 

masks a high degree of vulnerability: much of Indonesia's population is clustered just above the poverty line, consuming 
approximately Rp 233,000 per month in 2011 (about US$ 27 at 2011 nominal exchange rates). Around 24 percent of 
Indonesians live below the official near-poor line (with consumption of approximately 1.2 times the poverty line) while 38 
percent of the population lives below 1.5 times the poverty line and is almost equally vulnerable (Figure 6 and Table 3). 
Even relatively small shocks to these vulnerable households can be enough to push them into poverty. 


Vulnerable households have less income security and frequently fall into and out of poverty. Approximately half 
of poor households in any given year are chronically poor: over the past three years, they have always been poor. The rest 
of the poor (in any given year) are households that are highly likely to move both into and out of poverty. For example, 
12.6 million people who were not poor in 2009 had fallen below the poverty line by 2010, thereby making up over half 
of all poor in the latter year (Figure 7). This high rate of churning into and out of poverty is a persistent feature: in the last 
three years, a quarter of all Indonesians have been in poverty at least once while about 43 percent fell below the official 
near-poor line at least once (Figure 8).8 Furthermore, over 80 percent of the households who fall into poverty from non- 
poor status the year before are households with expenditure levels no higher than 1.5 times the poverty line; in other 
words, it is the bottom 40 percent of vulnerable households from which the "newly poor" are overwhelmingly drawn 
each year. 


6 Statistics Indonesia (BPS) defines the poverty line as the amount required to obtain 2,100 calories per day from local food commodities and a small 
amount for other basic necessities, such as clothing, housing, and transportation. In 2010, the poverty line was approximately Rp 211,000 per month 
or Rp 7,033 per day. Near-poor is defined as 1.2 times the poverty line. In 2010, the near poor line was around Rp 250,000 per month, or Rp 8,400 per 
day. 
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In addition, poor households still have stubbornly low secondary enrolment rates and high malnutrition 
rates, indicating lingering gaps in productive human capital. In 2010, the rate of attaining at least a 10" grade 
level of education among students from poor households was 50 percentage points lower than students from non-poor 
households, indicating a widening of the education achievement gap from 2000 (Figure 9). Trends in infant mortality, 
malnutrition, and health service utilization show a similar pattern of increasing gaps between rich and poor households. 
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Such gaps inevitably worsen when households are threatened by shocks as poor or newly impoverished 
families resort to negative coping strategies that have long-term impacts on younger generations. During the Asia 
Financial Crisis (1997-99), newly poor households primarily relied on two strategies for reducing crisis impacts. The first 
was to cut household expenditures by consuming lower quality food and reducing spending on education and health 
services. These cuts allowed sufficient provision of daily calories to all household members. The second was to boost 
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household income by sending mothers and school-age children into the workforce where they typically contributed to 
informal sector activities." Both behaviors created long-run gaps in investment in nutrition, health, education, and other 
human capital and social skills, resulting in negative, long-lived impacts especially among younger generations. It is possible 
that such crisis-era behaviors are partly responsible for elevated rates of non-enrollment and malnutrition still observed 
among younger generations today. 


Smaller shocks can be equally stressful to vulnerable households and produce equally negative responses. 
During 2008 and 2009, households experienced difficulties due to acute inflation that resulted from fuel subsidy 
reductions as well as international crises in food prices and financial markets. Poor and vulnerable households again 
reported difficulty in meeting consumption needs and adopted negative coping behaviors, like substituting lower quality 
or lower cost food for more expensive proteins, just to keep up.? Expenditure cuts directly affected nutrition status, 
particularly the micronutrient intake, of younger household members; it is these younger members who most depend 
on proper nutrition for physical, mental, and social development. Forced choices like these can reduce both current and 
future earnings and impair productive potential. 





Role of Social Safety Nets 


Indonesia faces a double challenge: helping poor households escape impoverishment while protecting the 40 
percent of Indonesians who remain highly vulnerable. Policies and programs must be tailored to fit the Indonesian 
context, which is one characterized by a high level of vulnerability and churning near the poverty line and only marginal 
improvements to social indicators for poor households. Social safety nets, which typically consist of non-contributory 
cash or in-kind transfer programs targeting the poor and vulnerable, are designed to directly respond to such challenges. 
They are one component in the social protection suite, which typically also includes social insurance, active labor market 
programs, and provision of high-quality, low-cost education and health services accessible to all. 


The first function of safety nets is to protect households from destitution and unnecessary loss of human 
capital. Social safety nets can provide direct income support, providing an immediate impact on reducing extreme poverty 
and inequality. This is often achieved via direct transfers of cash to households but also includes transfers of in-kind 

goods or services (like food or jobs) and fee waivers or no-cost insurance for crucial services like health and education. As 
households have no choice over how to use in-kind goods and services, waivers, and insurance, these instruments are not 
as general as direct income support through cash.? 


For those vulnerable to poverty, safety nets also provide ex-ante protection from the poverty-inducing effects of 
shocks like acute inflation, job loss, macroeconomic or financial crisis, natural disaster, or an expensive bout of ill health. 
When such shocks occur, vulnerable households protected by a safety net may not have to resort to negative coping 
strategies. Direct income support and fee waivers can keep all members from vulnerable households consuming and 
investing at non-crisis rates. This keeps households closer to their productive potential and smoothes consumption and 
investment across difficult stretches. 





7  SeeSumarto et al. (2010) for a full report. Frankenberg et al (1999) demonstrated the following AFC impacts: poor children were 5 times more likely to 
be out of school; health service utilization rates and preventive health behaviors decreased for poor households; and nutritional status and micronutrient 
concentration decreased within poor households. Additional studies focusing on impacts of crisis on poor households in Indonesia include Levinsohn et 
al. (1999), Thomas et al. (2001), Cameron (2002), Block et al. (2003), and Giles and Satriawan (2010). 


8 Another common behavior signaling consumption difficulty in Indonesia is the pawning or sale (at reduced prices) of productive assets like motorcycles 
and livestock. 

9 There may be a more-or-less liquid secondary market for in-kind goods, like food staples; other in-kind goods, like nutritional supplements or vaccinations 
administered at a health post, may not actually be transferrable. 
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Social safety Table 4. Who should safety nets cover? Table 5. What can safety nets do? 
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The second function of safety nets is to promote opportunities, livelihoods and better jobs through household 
investments in human and social capital. Safety net programs are often designed to promote use of and access to 
nutrition, preventative healthcare, and education. All household members, but especially younger generations, are given 
explicit incentives to increase consumption — of nutrition, health, and education — that raises productivity, incomes, and 
well-being. Households which take advantage also participate more frequently in regular economic and social activities, 
which promote confidence and involvement in community-level development. Of course, human capital investments also 
lead to productivity gains in tomorrow's labor force, which is good for overall growth as well as government revenues. 


Finally, safety nets can help make macroeconomic reform plans palatable while enhancing balanced growth. 
Safety nets may help government replace inefficient redistributive policies from other areas, or secure change in 
macroeconomic policy and structure to improve growth. By reducing risks, alleviating burdens, and compensating those 
most at risk under the new policy regime, safety nets may even leave poor households in a better post-reform position. 

In Indonesia's case, the last major adjustment to costly and regressive fuel subsidies was packaged with direct income 
support and fee waivers to households (as well as subsidies for schools and village improvement grants). Reorienting 
spending towards progressive transfers and providing consumption support during the acute inflationary environment that 
followed the subsidy reduction prevented reforms from being reversed. 


Social safety nets are often provided to vulnerable subgroups which benefit from unique protection strategies. 
The elderly poor, the disabled, homeless or orphaned youth, or informal workers bearing the brunt of government reforms 
also benefit from safety net protection. Shocks may present unique problems for these populations which have difficulty 
raising income, and rely on the support of others, even in normal times. All groups vulnerable to uninsured risk should 
confidently expect a safety net to automatically prevent the difficult choice between food on the table and investments 

in human and physical capital that modern Indonesian society depends on. Box 1 below describes approaches to social 
safety nets in four different middle income countries; many of the issues in social protection faced by other countries, as 
well as their solutions in Indonesia, are discussed in the rest of this report. 
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Box 1. The Minimalist intervention with simple means-testing and benefits 

Role of In China, the revocation of employment guarantees has left low-skilled, chronically ill, and disabled 

Safety Nets citizens vulnerable to destitution. China's national urban social safety net policy, Di Bao (sometimes 

in Middle referred to as the "minimum livelihood guarantee scheme"), grew out of a 1993 Shanghai city program. 

Income The program covered as many as 23 million residents in 2008; it provides a single cash transfer to all 

Countries means-tested recipients to bring them exactly to the Di Bao line, which is a minimum expenditure level 
determined by the government. Once eligible for Di Bao, households may also be eligible for subsidies 
in education, health care, utilities, and housing. 


Using centralized power, thorough coordination, and documented success to achieve further success 
Mexico spends approximately 50 percent of the federal anti-poverty budget on just one conditional 
cash transfer program, Oportunidades (formerly Progresa). Enlargement and refinement of the program 
was made possible by a thorough and objective monitoring and evaluation initiative. Oportunidades is 
centrally run by an oversight, policy, and coordination body with the power to secure cooperation and 
outcomes from all affiliated agencies and ministries. The program was first conceived by officials from 
several different ministries and with strong presidential support, which set the right collaborative tone 
from the beginning and has made subsequent cooperation between the health, finance, education, and 
social security ministries much more efficient. Conditions include better health, nutrition, and education 
behaviors while benefits are provided directly to households. Oportunidades has matured with very low 
administrative costs. Much effort has been made to objectively evaluate the effects of Oportunidades 
on beneficiary households and then to publicize results to a full range of stakeholders. Through 
prudent governance (including a ban on signing up new beneficiaries within six months of national 
elections) program staff and offices have established Oportunidades as an independent institution 
outside of politics; it has proceeded intact through two political transitions and several rigorous impact 
evaluation reports. Oportunidades has added new components — financial rewards for high school 
graduates ("Jovenes con Oportunidades") and additional transfers during food price spikes — during 
recent presidential administrations. Mexico's experience shows that it is feasible to carry out a national, 
targeted program even within poor, isolated areas with few services, and in a country with a limited 
SIS 


Crisis-motivated reforms leading to an integrated and comprehensive safety net 

In Colombia, a macroeconomic crisis in the late 1990s demonstrated the inability of the social safety 
net system to respond effectively to households in need. Poor targeting, institutional inflexibility, 
fragmentation and duplication, low levels of spending, lack of transparency and the lack of a strategic 
focus (within implementing agencies) on safety nets all contributed to ineffective social assistance. 
System-wide reform led to the Red de Apoyo Social (RAS) (Social Support Network) which was housed 
in the President's office and bypassed the inflexibility and infighting of other agencies. At first, the 
Network had three main interventions: a Conditional Cash Transfer (CCT) (based on health, nutrition, 
and education), a youth training program, and local workfare programs; it thereby covered all poor 
individuals from birth to the end of their productive lives. Much as in Mexico, rigorous evaluation 

and dissemination of program results and cost and benefits to all stakeholders, as well as the relative 
independence of the agency, has led to program durability. RAS has grown in coverage while 
continuous reform and improvement have led to a more sophisticated program. Juntos, a newer 
initiative based on Chile's So/idario program, is focusing on the abilities and livelihoods of the extreme 
poor by providing not only remediation at the household level but by encouraging and incentivizing 
the surrounding communities and political bodies to promote pro-poor growth and make sure there is 
adequate access to and adequate supply of social services in areas with extremely poor households. In 
addition to standard areas of concern in social safety nets — income and work, health, nutrition, and 
education — Juntos addresses identification (getting beneficiaries the proper and useful government 
forms and certificates, including land titles) living conditions, family dynamics and psycho-social 
wellbeing, credit and access to banking and savings, and justice and the rule of law. The early childhood 
interventions in health, nutrition, and education are linked in a comprehensive package while beneficiary 
families consult with a social worker on strategies for exiting extreme poverty. The long-term objective 
is to move toward a social safety net that provides bundles of programs that are tailored to meet the 
specific needs of hard-to-reach households. 
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Box 1: continued South Africa's categorically targeted benefits provide major income transfers 
When the system of apartheid was dismantled in South Africa, many social programs, including 
categorical grants and transfers, that were previously reserved for whites were left in place and 
extended to all citizens. In the post-apartheid era, coverage of grants and transfers in particular has 
increased substantially while additional grants and transfers have been added to the social assistance 
suite. As a result, social assistance spending in South Africa has reached 3.5 percent of GDP in 2010; 
this is more than double the median for developing and transition countries of 1.4 percent of GDP. 
The major social assistance grants include an old age pension; a disability grant, which includes a 
transfer made in the event of job loss due to ill health; a child support grant for under-18s residing 
with low-income caregivers; and a foster care grant given to children placed with foster parents. 
One or more of these grants covers over 28 percent of South African individuals (14 million covered 
from a population of 49 million) with the child support grant alone in the hands of 18 percent of the 
population (which is equivalent to 60 to 70 percent of children 18 or under) and about 6 percent 
of working age adults receiving the disability grant. Each grant is generous: the old age, disability, 
child support and foster care grants provide transfers equal to 1.75, 1.75. 0.4, and 1.15 times the 
median per-capita income in South Africa. At least for the child support grant, the means test has 
been repeatedly relaxed and is now approximately equivalent to 10 times (20 times) the value of 
the grant for single (married) caregivers. As a result, two-thirds of income in the bottom 20 percent 
of households comes from social assistance grants while over half of households report receiving 
income from one (or more) of these grants (Woolard and Leibbrandt, 2010). In fact, the old age 
pension and the disability grant were large enough to lift all but the largest households out of the 
lowest income quintile (Leibbrandt et al., 2010). The South African grants system is truly unique in 
both the level of public spending and the amount of income transferred to qualifying households, 
but the same historical path that led to generous benefits has also led to a focus on children and 
elderly persons, rather than the prime-age adults in the labor force. 





Indonesia's first generation of SA programs began in the wake of the 1997-98 Asian Financial Crisis (AFC). 
Prior to the crisis, social spending was general: supply-side improvements in health, education and infrastructure (water, 
sanitation, electrification) as well as large fuel subsidies dated back to the late 1960s. In response to the AFC, Indonesia’s 
central government established a broad safety net (Jaringan Pengaman Sosial, JPS) and introduced large food subsidies 
(Operasi Pasar Khusus, OPK), including for rice. The JPS consisted of temporary, short-term programs including public 
works, scholarships and funding for health services. The purpose of this first generation of SA programs was to ensure 
that the poor would maintain access to affordable food, and health and education services during the crisis period. Of 
these major crisis-era initiatives, only the rice subsidy (renamed Beras untuk Rakyat Miskin, or Raskin, in 2002) continued 
to receive significant budget allocations and it has become a permanent SA program. 


In 2005, following the partial removal of fuel subsidies, a second generation of SA programs was introduced. 
A portion of the savings from the subsidy cuts was reallocated to three SA programs: an expanded Raskin, health 
insurance for the poor (Asuransi Kesehatan Miskin, Askeskin) and a large-scale temporary unconditional cash transfer 
(Bantuan Langsung Tunai, BLT). BLT helped over 19 million poor and near-poor households cope with the inflationary 
shock from the increase in fuel prices. After the fuel-price crisis had passed both Askeskin and Raskin continued to receive 
budget allocations while BLT shut down as planned. Askeskin was re-named Jamkesmas (Jaminan Kesehatan Masyarakat) 
in 2008 and now covers as many as 18 million households. Raskin continues to distribute rice to millions of families. BLT 
was re-deployed in 2008-09 following another fuel price adjustment, and again shut down (as planned) after the crisis 
had passed. 


More recently, the government has introduced more sophisticated SA programs intended to break the 
generational transmission of poverty. In 2007 the Government of Indonesia (GOI) began piloting a conditional cash 
transfer program (Program Keluarga Harapan, PKH) which transfers assistance only when families obtain preventive 
basic health and nutrition services and send their children to school. In 2008, the government refocused general 
scholarship programs towards students from poor households (Bantuan Siswa Miskin, BSM). These programs joined an 





10 See “Social Assistance Program and Public Expenditure Review 8: History and Evolution of Social Assistance in Indonesia” in Volume 2 for a more 
detailed treatment. 
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array of small social welfare programs targeting especially vulnerable groups including at-risk children, the disabled and 
vulnerable elderly. The GOI has also made considerable progress in expanding coverage of its major community-driven 
development programs, collectively called Program Nasional Pemberdayaan Masyarakat (National Program for Community 
Empowerment) or PNPM, as well as in expanding operational grants to social service providers such as schools, which 
benefited from the Bantuan Operational Sekolah (School operation funds) or BOS program."' 


Current Portfolio of Household-based Social Assistance 
Programs 





Today, the majority of SA spending is accounted for by eight major programs. While Indonesia does not have a 
social safety net sector per se, in recent years the government has articulated its poverty alleviation strategy around three 
"clusters" of programs. Cluster | consists of household- and family- focused programs, Cluster Il includes community- 
based programs, and Cluster Ill are mostly enterprise-based, providing assistance for micro- and small-sized enterprises. 
Cluster | programs form the foundation of an emerging, permanent social safety net system which supports poor and 
near-poor households. BLT (when active), Raskin and Jamkesmas are the three biggest programs and each covers almost 
a third of the population. Following its rapid expansion in recent years, BSM is the fourth largest program in terms of 
coverage, followed by four smaller pilot programs: PKH, PKSA, JSPACA and JSLU. These programs are described in more 
detail below and their key characteristics are summarized in Table 6. 


Responsibility is spread across six key central agencies responsible for policy formulation, implementation 
and monitoring. The National Team for Accelerating Poverty Reduction (Tim Nasional Percepatan Penanggulangan 
Kemiskinan, TNP2K), housed in the Office of the Vice-President, is responsible for developing SA policies, and provides 
leadership in program targeting. TNP2K, together with Bappenas (Badan Perencanaan dan Pembangunan Nasional, the 
National Development Planning Agency), oversee implementation of SA programs and achievement of program goals. 
Kemensos (Kementerian Sosial, Ministry of Social Affairs) is responsible for the largest number of Cluster 1 SA initiatives 
reviewed here while providing additional services and in-kind assistance through other programs not specific to Cluster 
1. The three largest permanent programs, by either coverage or expenditure — Raskin, Jamkesmas and BSM — are the 
responsibility of sectoral agencies with only a secondary focus (at best) on providing SA. Existing service providers such 
as schools, hospitals, health centers, and local governments also play a major role in the implementation of the three 
largest programs while a host of agencies play important supporting roles across programs. BPS (Badan Pusat Statistik, 
Statistics Indonesia) plays a critical role in targeting; Kemenkominfo (Kementrian Komunikasi dan Informatika, Ministry of 
Communications and Information Technology) in socialization of programs; PT Pos (the Postal Service) in the distribution of 
cash benefits; and local governments again in socialization and monitoring and evaluation. 


BLT, launched twice in the past, was Indonesia's largest SA program and transferred cash to nearly one third 
of Indonesian households. BLT transfers continued long enough for over 19 million households to adjust smoothly to 
the new fuel price schedules and general increases in the cost of living. Households in all provinces, regions, and villages 
received BLT transfers equivalent to Rp 100,000 per household per month. In 2005, transfers began in October and 
continued (in quarterly tranches) for a full year before the BLT window closed; BLT transferred a total of Rp 1.2 million 
per household. The re-launched 2008 BLT program had only three quarterly tranches and the window closed after nine 
months and having delivered a total of Rp 900,000 per household. BLT's administrative footprint was relatively light 
because most of the support functions for regularly-delivered, permanent programs (beneficiary tracking, program 
monitoring, complaint evaluation, information management) were not performed before the BLT window closed. 
Kemensos was identified as the implementing agency, but in practice the funds preceded directly from Kemenkeu 
(Kementerian Keuangan, Ministry of Finance) to households through post offices, while targeting and socialization 
activities were delegated to BPS and KemenkomInfo respectively. 


Raskin is the longest-serving and largest of the permanent SA programs. Raskin is a national program that provides 
subsidized rice to help households fulfill food consumption needs at reduced cost. The state-owned Bulog (Badan Urusan 
Logistik, National Logistics Agency) purchases wholesale quantities of rice from domestic producers at fixed prices and 
then delivers agreed quotas of low-quality rice to regional distribution points where eligible households may make below- 
market-price purchases. In 2010, Raskin aimed to supply over 3 million tons of rice to 17.5 million poor and near-poor 





11 See "BOS Review", World Bank (2010a) for further detail on BOS program, and "PNPM-Rural Baseline Report", World Bank (2008), “Indonesia’s PNPM 
Generasi Program: Interim Impact Evaluation Report”, World Bank (2010b), and Smeru (2008b) for PNPM. 
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households. According to regulations, each targeted household could purchase a maximum of 14 kilograms of rice per 
every month at Rp 1,600 per kilogram (compared to that year's market price of Rp 5,060 per kilogram). While Bulog is 
the key executing agency, Kemenkokesra (Kementrian Koordinator Kesejahteraan Rakyat, Coordinating Ministry for Social 
Welfare) has been the key policy agency for Raskin since 2007 and final-stage delivery to households is the responsibility 
of local governments. 


Jamkesmas is a tax-financed healthcare fee waiver entitling members to free in- and out-patient care at 
hospitals and primary health centers. The program provides poor and near-poor households with a comprehensive 
package of free health services and benefits. The implicit value of benefits received by each beneficiary varies depending 
on their actual utilization of health services, but the benefits (on paper) are potentially unlimited. The program is financed 
by the central government from general revenues and does not require insurance contributions or cost-sharing on the part 
of beneficiaries or local governments. According to official data, 18.2 million households consisting of 76.4 million people 
— about a third of the population — are covered by the Jamkesmas program making it the largest health service scheme in 
Indonesia. Kemenkes (Kementerian Kesehatan, Ministry of Health) is the key policy and executing agency for Jamkesmas. 
Hospitals and local health centers deliver free services to beneficiaries and later submit claims for reimbursement. 


The BSM program provides cash transfers to current public school students from poor households. BSM 
programs exist at all public schools — secular and religious — across all levels of education. BSM provides currently enrolled 
students from poor households with an annual cash transfer in one lump sum installment to alleviate financial barriers to 
education access. BSM funds are intended for use on education fees and other non-fee costs of attending school, such as 
transportation to school and uniforms. BSM benefits rise with school level, from Rp 360,000 per year for primary school 
students to Rp 1,200,000 per year for university students. BSM programs assisted over 4.5 million poor students in 2010. 


BSM consists in practice of 10 independent initiatives with implementation responsibilities delineated by type 
and level of education. BSM does not have a central coordinating unit. Scholarships for students attending secular 
public schools are managed by Kemdikbud (Kementerian Pendidikan dan Kebudayaan, Ministry of Education and Culture), 
while those for students attending public religious schools are managed by Kemenag (Kementerian Agama, Ministry 

of Religious Affairs). Within both agencies, implementation is further fragmented by level and type of education. For 
example, in Kemdikbud there is one subdirectorate each for administering the BSM program for primary, junior secondary 
and senior secondary school students while university scholarships are administered by another Directorate General 
altogether. Within Kemenag, primary and secondary school scholarships are administered by the Secretariat General’? 
while university scholarships are administered by the Directorate representing each major religion (Muslim, Christian, 
Catholic, Hindu and Buddhist). Schools play a key role in implementation, especially in the selection of beneficiaries as 
well as in the eventual distribution of BSM transfers. 


PKH provides direct cash benefits conditional on household participation in locally-provided health and 
education services. PKH is a conditional cash transfer with two main components — a cash transfer and monitored 
conditionalities — that provide an immediate impact on household vulnerability while encouraging investments in long- 
term household productivity. Cash transfers, which range from Rp 600,000 to Rp 2.2 million per year depending on the 
number of qualifying dependents in the household, are delivered four times per year. Continued cash delivery, however, 
depends on a mother's verified attendance at pre- and post-natal checkups, a professionally-attended birth, newborn 

and toddler weighings and health checks, or after verification that a PKH household's school-aged children have good 
attendance records at their schools. In 2011, PKH reached over 800,000 "extremely poor" households in 25 out of 33 
provinces (and 118 out of 497 districts). PKH is executed by Kemensos; funds are disbursed to households through PT Pos. 


Finally, Kemensos has been providing new cash transfers to especially vulnerable groups like the elderly 
(JSLU), the disabled (JSPACA), and at-risk youth (PKSA). JSLU and JSPACA were established in 2006 and PKSA 

in 2009. JSLU and JSPACA provide a monthly transfer of Rp 300,000 per month (Rp 3,600,000 per year) while PKSA 
transfers range from Rp, 1,300,000 to Rp 1,800,000 per year. Outreach and facilitation are also provided by locally 
recruited facilitators. In 2010, there were less than 20,000 JSPACA beneficiaries, less than 15,000 JSLU beneficiaries, and 
less than 5,000 PKSA beneficiaries. Each of the three programs is managed by a separate directorate within Kemensos, 
although all fall under the same Deputy. 





12 A majority of primary and secondary BSM resources managed by Kemenag go to Muslim schools. 
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Purpose of Report 


Accelerating poverty reduction remains a key objective of the Indonesian government. Indonesia has included 
poverty reduction as a national development goal since the mid-1990s and has signed various laws, treaties, and 
international agreements committing itself to equal treatment and pro-poor development. Most recently, the RPJM 
(Rencana Pembangunan Jangka Menengah, the Medium-Term Development Plan) for 2010 to 2014 sets goals of reducing 
the poverty rate to between 8 and 10 percent by 2014 and reducing income inequality. Strengthening the Cluster 1 SA 
programs is a key component of this poverty- and inequality-reduction strategy; the government is currently developing a 
roadmap to this end. 


The GOI is working together with the World Bank and other development partners on all three program 
clusters, with a strong emphasis on reforming SA. The GOI is increasingly committed to poverty reduction through 
a comprehensive social safety net program. World Bank assistance has focused on providing technical assistance in the 
design and implementation of individual programs, including BLT, Jamkesmas, and PKH. The nature of the engagement 
is maturing into a sector-wide approach with a focus on the development of comprehensive poverty reduction and social 
safety net strategies. Fragmentation among SA programs, however, has so far limited the ability of the government to 
review and possibly reform the overall SA system. 


This report provides the government with an analytical base to pursue improvements in program delivery and 
sector-wide reform. To do so, the government requires a better understanding of how current SA programs are funded 
and delivered, whether they are effective in protecting their targeted beneficiaries, and the institutional arrangements to 
support delivery of a SA system. Although some studies of individual programs have been carried out, a comprehensive 
review of current SA programs is necessary to support efforts towards the creation of a third generation of SA programs 
that are integrated within a comprehensive system. 


The report has four main objectives. The first is to report, describe, and ultimately understand the size and 
composition of public expenditure on SA. An expenditure tracking exercise, undertaken through repeated interaction 
with budget report preparers, will allow all stakeholders to observe the resources dedicated to the various social safety net 
initiatives. This exercise also includes a decomposition of social safety net spending across initiatives and agencies but also 
compared to other categories of social spending. This will allow stakeholders to understand which initiatives are receiving 
the most government resources and whether those allocations are logical. 


The second is to assess the appropriateness, efficiency, sustainability and effectiveness of the current SA 
programs. Policymakers will want to know whether programs receiving funds are effective for beneficiaries; whether they 
are delivering more or less than they promise; how much they costs in terms of salaries, overhead, and other operational 
and delivery support; and whether the initiatives, as currently run, will be an increasing burden on government resources. 
This exercise relies heavily on in-depth program-by-program review of each of the social safety net initiatives. Each 
program review consults nationally representative household surveys, proprietary surveys, administrative data, qualitative 
data, and on-the-ground reporting in order to present a comprehensive picture of the effectiveness of the design, 
implementation, and impact of each program. The exercise also makes use of public expenditure and budget data to 
consider the efficiency and sustainability of the initiatives and implementing agencies. 


The third is to provide inputs that support continuous improvements in program implementation. To that 

end, background reports were prepared for each of the Cluster 1 programs; the series of reports provide suggestions for 
policy makers and program implementing agencies on how to improve the design and implementation of each respective 
program. In addition, separate background reports were prepared on the history of SA interventions in Indonesia, 

and a summary Cluster 1 expenditure review. They also provide "nuts-and-bolts" details of the specific successes and 
failures that initiatives have experienced and feasible solutions for improving outcomes, including the likely cost to the 
government of such reforms. 





Introduction 


Finally, this report can inform policy dialogue on the development of a new generation of SA programs and 

an integrated social safety net. In order to move beyond a collection of initiatives to a comprehensive and effective 
social safety net system, this report contains recommendations for the integration of existing and future initiatives under a 
common hub that maintains common standards, common processes, and a common recruitment and facilitation system 
so all households receive all available assistance or benefits for which they are eligible. The report also includes a discussion 
of international examples of these kinds of reforms — from a collection of programs to a safety net under one umbrella 
agency — as well as the cost savings and efficiency gains from that consolidation. 


An assessment of social safety net initiatives can be summarized in six questions. Social safety nets are effective 
when they meet the objectives discussed earlier: protecting vulnerable households in times of difficulty; promoting the 
behaviors and investments that enhance long-term well-being and reduce vulnerability; and enabling reforms, all in the 
most efficient way possible. In order to assess whether those goals are being met, the report asks the following key 
research questions": 


Does Indonesia allocate the right level of resources to household SA? 
Do programs provide the right benefits? 

Are benefits reaching the right people? 

Do people receive the benefits at the right time? 

Are programs implemented in the right way? 

Does Indonesia have the right programs and system in place? 


оол ошм 





13 Throughout this report "right" is used as shorthand to indicate effectiveness or efficiency and is not meant as a normative indicator of "correct", 
"proper", or "meeting a defined standard". For example, the "right" time to deliver benefits is when they are needed and when they can and will 
be used as intended. Similarly the "right" benefits are not a certain percentage of median incomes; rather "right" characterizes benefits that allow 
households to achieve what the program intends for them to achieve. The report will clarify this usage in each section. 
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Does Indonesia allocate 


the right level of resources 
to household social 
assistance? 





Cluster 1 SA expenditures are "right" when they are sufficient to achieve the poverty reduction, social 
protection, and promotional goals the GOI has formulated and when expenditures allow the achievement of those 
goals for all of members of the intended target population. Comparisons of SA expenditures to expenditures in other 
sectors (and for other goals) help set the Indonesian context while international comparisons may serve to demonstrate 
what other countries with similar SA goals have determined is necessary. Box 2 below details the methods by which 
household-targeted, Cluster 1 SA can be extracted for analysis from standard Indonesian budget reporting documents. 


Trends in Social Assistance Expenditures 


Public expenditures on Cluster 1 SA have increased significantly since 2005 and equal approximately 

0.5 percent of GDP today. From a low base in the early 2000s, Indonesia's aggregate national public expenditures — 
combining central, provincial and district sub-totals — on Cluster 1 SA nearly doubled in 2005 in either nominal or real 
terms. This increase partially reflects the reallocation of fuel subsidy savings to SA initiatives (Figure 10 and Table 7). 
Spending remained permanently higher thereafter, reaching peaks in 2006 (1.0 percent of GDP) and 2008 (0.7 percent of 
GDP) reflecting large BLT disbursements those years. Excluding BLT, SA expenditures are modest but have risen steadily in 
real terms and as a share of total expenditures. In 2010 (a year without BLT) national expenditures on SA are estimated at 
almost Rp 30,000 billion (around US$ 3.3 billion), equivalent to 2.6 percent of total national expenditures and 0.5 percent 
of GDP. 





Public spending 
on household 
social 
assistance (SA) 
has increased 
significantly 
since 2005 and 
is dominated 
by central 
government 
expenditures. 


Figure 10. Public Expenditures on 
Household Social Assistance, 2001-2010 
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Sources and Notes: Kemenkeu, BPS and World Bank staff. 


Figure 11. Expenditure Shares by level of 
government, 2010 
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Total National 
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Sources and Notes: Kemenkeu and World Bank staff. 
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Spending since 2005 reflects greater investment in initiatives by the central government, which accounts 

for the bulk of expenditures. Indonesia embarked on an ambitious (but still incomplete) decentralization program 
beginning in 2001 and sub-national governments — especially districts — have taken on greater responsibility for delivering 
public services and executing public expenditures.'* Today, sub-national governments execute around 40 percent of total 
national expenditures, and over half of expenditures in key sectors such as education, health, infrastructure and agriculture 
(Figure 11). In the SA sector, however, the central government dominates, accounting for 88 percent of total estimated 
expenditure in 2010. 


Public SA 
expenditures 
have increased 
significantly 
since 2005. 
However, in 
years without 
the emergency 
cash transfer 
(BLT), SA 
expenditures 
have remained 
roughly flat in 
relative terms. 


Table 7. National Public Expenditures on Social Assistance, 2004-2010 


2004* 2005 


National SA 
expenditures 
(nominal, Rp bn) 
Constant 2010 prices, 
Rp billion 

US$ (nominal, billion) 
Share of total national 
expenditures (96) 
Share of GDP (96) 

By level of government: 
Central 


7,935 14,471 


2006 2007 


31,848 16,396 


22,659 
1.8 
D 
0.4 


14,213 


2008 


36,092 


Share of national SA 
expenditures (96) 
Province 

District 

Memo item: 

Total national 
expenditures 
(nominal, Rp bn) 
Share of GDP (96) 19.5 


87 


448,492 528,283 674,065 791,058 1,069,111 1,020,276 1,143,413 


19.0 20.2 20.0 21.6 18.2 17.8 


Sources and Notes: Kemenkeu, BPS and World Bank staff. *2004 SA expenditures are approximated by Raskin and social 
protection expenditures. 





Indonesia has also increased expenditures on other poverty reduction programs, especially those with a 
community driven development focus. Cluster ll of the GOI's poverty alleviation strategy is comprised of community 
development and empowerment programs and is dominated by Indonesia's national poverty reduction program (Program 
Nasional Pemberdayaan Masyarakat Mandiri, PNPM-Mandiri). This Cluster has also seen an increase in resources in recent 
years as PNPM has been scaled up (Figure 12). The central government has also been allocating more resources in recent 
years to Cluster Ill, which targets especially vulnerable communities and small enterprises, though the increases are on top 
of a relatively low base. In total, the government spent around Rp 42,000 billion on poverty alleviation in 2010, equivalent 
to 6 percent of total government expenditures and 0.6 percent of GDP. Of this, around two-thirds went to Cluster | and 
one-third went to Cluster II. 





14 See Box 2 as well as "Social Assistance Program and Pubic Expenditure Review 1: Public Expenditure Summary" and "Social Assistance Program and 
Pubic Expenditure Review 8: History and Evolution of Social Assistance in Indonesia" in Volume 2 for more detail on Indonesian decentralization and 
social service delivery, including social assistance. 
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The GOI Figure 12. Poverty Alleviation Expenditure Figure 13. Social Protection Expenditure by 
has broadly by cluster, 2007-2010 type, 2007-2010 

increased 44,000 84,000 

spending on 
initiatives, 
programs, 
and agencies 
for poverty 
alleviation, 
social 
assistance, 
and social 
insurance. 


Rp billion, nominal 
Rp billion, nominal 
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Sources and Notes: Kemenkeu and World Bank staff calculation. 


Box 2. Analyzing 
Expenditure in 
Household Social 
Assistance in 
Indonesia 


Figure 14. Expenditures on Household Indonesia's overall level of household- 


SA (report definition) versus GOl-defined ^ centered SA expenditures cannot be 


Social Assistance and Social Protection, РОЗИ ДА ЈЕ И LY 
2005-2010 budget documents or classifications. 


Though the government is increasingly 
undertaking its planning and budget 
formulation for SA in a coordinated 
manner, there is no official budget 
category for SA. Also, the limited 
accessibility of data at the sub-national 
level makes it impossible to reliably 
determine expenditures on SA executed at 
this level. This presents significant 
challenges in conducting expenditure 
analysis on SA. 
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As defined in the Indonesian budget 

2006 2007 2008 2009 "social assistance" is significantly 

Household SA Social Assistance broader than standard international 

Social Protection definitions. Internationally, "social 
assistance" refers to "noncontributory 
transfer programs targeted in some 
manner to the poor or vulnerable", a 
definition that excludes broader social spending on education and health (Grosh et al 2008). Under 
this definition, benefits are provided directly to households and classified according to the type of 
payment scheme (i.e. social assistance or social insurance schemes). Further, they exclude transfers 
made in response to events such as natural disasters. Indonesia uses the social assistance budget 
category both more broadly and more narrowly. It encompasses: (1) direct transfers to households; 
(2) transfers to social institutions such as schools and religious institutions; and (3) spending on 
education and poverty alleviation in addition to SA. Of the expenditures in the social assistance 
category in the GOI budget, for example, around two thirds go to the large School Operational 
Assistance (Bantuan Operasional Sekolah, BOS) program while another significant share is allocated 
to PNPM, a community block grants program. At the same time, the Indonesian social assistance 
category excludes some Cluster 1 programs like BLT and Raskin (which are categorized elsewhere) 
and therefore does not give an accurate estimate of SA. The social assistance category in the GOI 
budget does not match standard international definitions and in practice over-estimates (at 1.1 
percent of GDP in 2010) the level of expenditures in the Cluster 1 SA programs. This limits its 
usefulness for analytical and international comparison purposes. 


Sources and Notes: Kemenkeu and World Bank staff calculation. 
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Box 2: continued At the same time the functional classification category "social protection" is used very 
narrowly in Indonesia and underestimates Cluster 1 expenditures. Social protection is an 
umbrella term that encompasses both SA and social insurance programs (such as pensions and 
unemployment benefits). To the extent that social insurance schemes deliver benefits based on 
member contributions, they are not considered SA or safety net programs (Grosh et al 2008). 
Since government spending on contributory social security schemes in Indonesia is negligible, the 
social protection function should in theory be a reasonable upper-bound estimate of SA spending. 
A detailed examination of spending under the social protection classification, however, indicates 
that the category is largely confined to activities executed by Kemensos and thus only captures the 
smaller Cluster 1 SA programs such as PKH. The remaining social protection budget is spread out 
across smaller programs managed by minor agencies, namely: BKKBN (Badan Koordinasi Keluarga 
Berencana Nasional, the National Family Planning Coordinating Agency); KPP & PA (Kementerian 
Pemberdayaan Perempuan dan Perlindungan Anak, the Ministry for Women's Empowerment and 
Child Protection); and Kemenkokesra. The category excludes most of the large household SA 
programs (BLT, Raskin, Jamkesmas and BSM). Moreover, since 2008, the majority of government 
administrative and salary costs associated with the delivery of social protection activities have been 


mapped to the "general public services" function, rather than the function for which they were 
incurred. For these reasons, the social protection function in the Indonesian budget is significantly 
narrower than standard international definitions and grossly understates (at 0.1 percent of GDP in 
2010) spending on Cluster 1 household SA. This limits its usefulness for analytical and international 
comparison purposes. 


These limitations necessitate tracking exercises to identify potential expenditures. Such 
investigation is challenging because programs and budgets at the central government level are 
Spread across multiple agencies and often across multiple administrative clusters within agencies. 
Moreover, detailed budget data at the sub-national level remains largely inaccessible. This report 
sums identifiable SA expenditures and examines the total as if it were a stand-alone sector and 
budget item. At the central government level, this consists of the eight major SA programs as 
well as remaining Kemensos and social protection (SP) function expenditures. At the sub-national 
level, SP function expenditures are used to approximate SA expenditures.'^ Using this approach, 
expenditure levels for Cluster 1 SA lie between official "social assistance" and "social protection" 
budget categories. 


Indonesia has also increased expenditures on social insurance, though expenditures mainly cover civil servant 
pensions. In 2004, Indonesia passed the National Social Security System Act which laid out plans for universal social 
insurance coverage. Some legislative progress has been made - for instance in formalizing the institutions that will 
manage and deliver the different insurances — but many implementation details remain to be decided. Currently, public 
expenditures on social insurance are confined to civil servants and these have been growing quickly in real terms and 
exceed SA expenditures (Figure 13). In 2010, the government spent an estimated Rp 54,000 billion on social insurance, 
equivalent to 8 percent of total government expenditures (0.8 percent of GDP); these funds mainly covered civil servant 
pensions (provided through PT Taspen, Tabungan dan Asuransi Pegawai Negeri). Since 2009, 100 percent of pension 
funds have been covered by the central government. A portion of this expenditure is also used to cover health insurance 
premiums for current and retired civil servants through PT Askes (Asuransi Kesehatan). Overall, the central government 
spent 1.3 percent of GDP on social protection in 2010, of which around one-third went to household SA and two-thirds 
to social insurance. 


While interest payments have declined dramatically, education and government administration expenditures 
have consistently increased and health and Cluster 1 SA expenditures remain at low relative levels. A 

decade of political stability, sustained economic growth and sound fiscal management has expanded Indonesia's public 
resources. Moreover, sustained debt reduction has led to a declining interest payment burden from 25 percent of total 
expenditures in 2001 to under 9 percent in 2010, significantly expanding Indonesia’s fiscal space (Figure 15). Reflecting 
national priorities, education spending has increased significantly and now accounts for over 20 percent of total national 
expenditures (up from 12.6 percent in 2001). Infrastructure and health have been increasing slowly since 2001. At the 





15 No breakdown of these high-level budget classifications is currently available at the sub-national level. At the sub-national level, expenditures classified 
as Social Protection may exclude household social assistance spending classified under the education and health functions. On the other hand, it may 
also include broader social and poverty reduction expenditures. 
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same time over 19 percent of total expenditures are now consumed by government administration (up from 11 percent in 
2001) and energy and other subsidies continue to consume a large portion of the fiscal envelope (over 20 percent in some 
years). In comparison, household social assistance — which includes programs normally classified as education, health and 
subsidy expenditures — accounted for 2.9 percent of total national expenditures in 2010, up from 1 percent in 2001. 


Declining Figure 15. Sectoral Composition of National Public Expenditures, 2001-2010 
debt and 
debt-service 
burdens 
have allowed 
public 
spending in 
most other 
sectors to 
increase. 
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Sources and Notes: Kemenkeu and World Bank staff calculation. Energy and other subsidies includes: fuel, electricity and tax 
subsidies. 





Indonesia's impressive fiscal consolidation has opened up capacity to increase SA expenditures. Indonesia has 
reduced its public debt quite notably over the past decade: debt-to-GDP ratios have declined from around 90 percent 

in 2000 to just over 25 percent in 2010 (Figure 16). Indonesia's fiscal consolidation is notable relative to other Asian 
economies as well as other emerging economies that have experienced debt crises (Figure 17) as well as when compared 
to the rising indebtedness of many economies following the recent global downturn. Looking forward, Indonesia's debt 
sustainability appears favorable: the strong starting position and baseline outlook for growth relative to real interest rates 
points to a continued downward trajectory across different scenarios, with the baseline indicating a debt-to-GDP ratio 

of around 18 percent by 2014. This strong fiscal position affords Indonesia the option to increase expenditures on key 
development objectives such as poverty reduction through higher borrowing without raising debt ratios. Under a baseline 
outlook, higher fiscal deficits of up to 3 percent of GDP would still be consistent with stable debt-to-GDP ratios. 
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After Figure 16. Indonesia Debt to GDP Figure 17. Regional Debt to GDP Ratios, 
ballooning Ratio, 2000-2010 1991-2010 

during the 
Asian Financial 
Crisis (AFC) 
the debt-to- 
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smoothly, 
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different 

from other 
AFC-affected External debt Domestic debt 
economies. 
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Source: Kemenkeu, ВІ, ВР5, World Bank staff Source: Kemenkeu, BPS, World Bank staff calculations, IMF 
calculations. public debt database. 

Note: Debt-to-GDP ratios may differ with Kemenkeu Note: Indonesia is central government debt. Definition for 
figures due to exchange rate used to convert external other countries varies. IMF database used for Indonesia 
debt to local currency. рге-2000. 





However, regressive energy subsidies continue to consume fiscal resources and dwarf SA expenditures. While 
the 2005 fuel subsidy reforms and subsequent adjustments helped reduce the burden of energy subsidies, they remain 
costly — especially during periods of elevated global oil prices (Figure 18). For example, at the height of global oil prices in 
2008, Indonesia's annual spending on energy subsidies reached Rp 223 trillion (US$ 23 billion), equivalent to 4.5 percent 
of GDP and 32 percent of total central government expenditures; two-thirds of this spending went to fuel subsidies alone. 
Energy subsidies in Indonesia do not target poorer segments of the population, as most benefits accrue to commercial 
users and non-poor car-owning households. Despite their regressive nature, spending on energy subsidies was more than 
seven times greater than spending on SA in 2008 and more than five times greater in 2010 (Figure 19). 


Energy Figure 18. Public Expenditures on Energy Figure 19. Public Expenditures on 
subsidy Subsidies, 2004-2010 Energy Subsidies and Household Social 
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16 See March 2011 Indonesia Economic Quarterly (World Bank 201 1) for fuller discussion of current issues with Indonesia's fuel subsidy system. 
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The fiscal space for SA expenditures could be enlarged with additional subsidy reform. Citing their large costs 
and poor targeting, the government has in recent years signaled its intention to reduce spending on energy subsidies. 
However, fuel subsidy reform has subsequently stalled, creating uncertainty about the future path of subsidy spending. 
The RPJM for 2010 to 2014 specifies a sharp decline in nominal annual spending on fuel subsidies, with spending 
totaling just Rp 211 trillion between 2011 and 2014. If reform plans remained stalled, however, spending could rise by an 
additional Rp 250 to 350 trillion, even under RPJM-assumed low oil prices of US$ 80 per barrel. If oil prices remain closer 
to US$ 100 per barrel, subsidy spending could be as much as Rp 500 trillion higher. For example, unofficial calculations of 
fuel subsidy spending in 2011 indicate that it rose to over Rp 160 trillion, which is nearly double 2010 levels and over Rp 
30 trillion more than than planned for in the 2011 budget. Such unplanned additional spending on fuel subsidies could 
jeopardize the government's plans to increase spending on other key development plans, such as increased spending on 
infrastructure, health insurance and SA programs. 


Composition of Social Assistance Expenditures 


Raskin dominates SA expenditures, accounting for over half of total expenditures, while Jamkesmas and BSM 
also consume significant shares of spending. In years when it has been deployed, BLT consumed a large share of SA 
expenditures, peaking at over 60 percent in 2006 and 40 percent in 2008 (Figure 20 and Table 8). BLT has been delivered 
as a temporary program, however, and in routine years, Raskin — which delivers subsidized rice to enhance food security 
— typically accounts for over half of total expenditures, including an estimated 53 percent in 2010 (Figure 21). Jamkesmas 
is the second largest initiative in terms of expenditure (accounting for almost a fifth of expenditures in 2010), followed by 
BSM (14 percent). 


In contrast, spending on pilot cash transfers targeting the most vulnerable groups collectively account for less 
than 10 percent of total expenditures. PKH, which targets very poor families, accounted for 4 percent of total SA 
expenditures in 2010. The other programs implemented by Kemensos are allocated a small share Cluster 1 SA resources. 
PKSA (abandoned children) received 1 percent, JSPACA (disabled) received 0.8 percent and JSLU (vulnerable elderly) 
received 0.3 percent of total expenditures. 





SA spending is Figure 20. Household Social Assistance Figure 21. Household Social Assistance 
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The remaining SA expenditures are highly fragmented and are distributed across 12 ministries, 12 programs 
and 87 activities. Of the remaining SA expenditures, the bulk (over 80 percent) are executed by Kemensos and consist 
of 37 small social protection activities, grouped under 8 programs, plus all salary and administrative costs. The remaining 
expenditures consist of an additional 50 small social protection activities, grouped under 14 programs and spread across 
11 ministries; they are focused mainly on family, gender and children's issues.'” 


The majority of sub-national SA expenditure appears to go to staff salaries and general administration in 
support of centrally-delivered programs. While sub-national governments (provinces and districts) officially have 

the primary responsibility for social welfare, they are estimated to have executed only 12 percent of total national 
expenditures on SA in 2010.'® Case studies and field visits indicate that districts have little discretion over their SA budgets 
and that the majority of expenditures are absorbed by staff salaries and general administration in support of central and 
provincial government programs. Even though discretionary funds are limited, small programs for vulnerable groups 

and poor families appear to be common, as well as more general social programs for natural disasters and community 
development and empowerment. Local health insurance programs for the poor have proliferated in recent years to provide 
a complement to, or address gaps in, the Jamkesmas program (Box 3).'? There are also local scholarship programs. 


SA spending Table 8. Central Government Expenditures on Social Assistance by program, 
is spread 2004-2010 
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17 See "Social Assistance Program and Public Expenditure Review 1: Public Expenditure Summary" for more detail on these smaller social assistance 
activities. 


18 Information and data on program spending at sub-national levels, including impacts and expenditure, is limited and incomplete so this is a rough 
estimate only. 


19 In addition to Box 3, see also "Social Assistance Program and Public Expenditure Review 4: Jamkesmas" and the references therein for more detail on the 
locally-developed health insurance programs. 
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Internationally, more mature social safety nets allocate larger resource shares to cash transfers. Partly this stems 
from different target groups (like war veterans) and partly from chosen obligations (for example, delivering a minimum 
old-age pension to all citizens), but also a preference for cash rather than in-kind transfers.” Developing countries in 
Europe and Central Asia allocate most of their SA expenditures to cash transfer programs; little is spent on in-kind 
transfers. The largest share of expenditures, on average, goes towards benefits for war veterans (24 percent), followed 

by vulnerable families and children (20 percent) and the disabled (16 percent) (Figure 22). Considerable shares are also 
allocated to last-resort income support programs, which include conditional cash transfer programs in some countries 
(Turkey, Macedonia and Tajikistan) and to elderly benefits. In addition, a number of Latin America countries also spend 
heavily on CCT programs. For example, both Brazil and Mexico spend around 0.4 percent of GDP on their flagship 

CCT programs (Bolsa Familia in Brazil and Opportunidades in Mexico) that cover around a quarter of total population 

(46 million people in Brazil and 25 million in Mexico).?' Finally, a large number of developing countries also spend heavily 
on benefits for poor elderly. For example, one report examining expenditures for ten such programs around the world 
found that spending ranged from 0.2 to 2 percent of GDP with a simple average of 0.8 percent of GDP.” Brazil's rural old- 
age support scheme, for example, spent 1.0 percent of GDP to cover 6 million beneficiaries. 


In contrast Figure 22. Social Assistance Expenditure Composition, ECA Averages 
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Sources and Notes: Europe and Central Asia Social Protection Database, World Bank. Most data from 2008 or 2009. Last- 
resort income resort includes CCTs in some countries. 








20 See also Box 1 in the Introduction for more examples of the variety of social assistance instruments, amounts, and coverage profiles that other middle 
income countries in Asia, Latin America, and Africa have chosen. 


21 Grosh et al. (2008) 
22 Holzman and Hinz (2005) 
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Box 3. Since the introduction of Jamkesmas (previously Askeskin), local governments have been 
Community- establishing complementary or "top-up" health insurance schemes for the poor. Collectively, 
based these schemes are known as Jamkesda (Jaminan Kesehatan Daerah): they provide some coverage 
development and to those classified as poor or near poor but who are not covered by Jamkesmas or, in fewer cases, 
РМРМ provide additional benefits not covered by Jamkesmas. Some local governments have also opted 
to provide free health services for the entire population. Gani et al. (2009) recorded that in 2008 
there were 65 districts providing ‘free health care’ and 38 providing Jamkesda schemes in 2008. Ву 
2009, the number of districts providing ‘free health care’ schemes is estimated to have more than 
doubled. 2010 estimates indicate as many as 335 (or 67 percent of all 498 districts in Indonesia) 
are providing Jamkesda to approximately 27.5 million households.” 


Local governments with Jamkesda schemes claim to be responding to noticeable gaps in Jamkesmas 
coverage of poor and near-poor households. In the absence of coordinated regulation and a clear 
distribution of roles and responsibilities between the central and local governments for health care 
insurance provision and coverage, Jamkesda schemes have proliferated. They vary in terms of 
population group covered, benefit package offered, member contribution, and the way the schemes 
operate and are organized. 


Though Jamkesda are not required to report their coverage, health service utilization, or financial 
or related information to the central government, Kemenkes has been collecting information on 

a voluntary basis for the last three years. Typically, the information submitted is limited to budget 
and spending reports. In 2009, 142 districts submitted reports to Kemenkes, which was more than 
double the 2007 number; however fewer than 60 districts reported two consecutive years in a row. 
The size of Jamkesda yearly budgets ranges widely, from less than Rp 10 million (around US$ 1000) 
to more than Rp 30 billion (US$ 3 million), consistent with the variation mentioned above. In the 
absence of utilization information it is difficult to estimate the contribution of Jamkesda schemes 
to risk prevention or healthcare promotion, or their impact on overall health spending, among poor 
and vulnerable households. 





Overall Adequacy 


The current level of SA spending is not sufficient to cover all eligible beneficiaries, let alone all vulnerable 
households that may need protection. BSM, PKH and the cash transfers for marginal groups are still in their pilot 
phase and do not yet have the mandate or resources to reach all eligible beneficiaries. None of the current programs are 
intended for the large number of vulnerable households who are in the bottom 40 percent but nonetheless lie above the 
near-poor cutoff. For example, PKH is only aimed at very poor households (0.8 times the national poverty line), while the 
three big programs (BLT, Raskin and Jamkesmas) are only aimed at the poor and near-poor (1.2 times the poverty line). 
Reaching all eligible households and extending coverage of some programs to vulnerable households that lie above the 
near-poor cutoff would require significantly more resources than currently allocated. 


The benefits currently transferred by the major programs represent at best 60 percent of the cumulative 
income gap of poor and near-poor households or 10 percent of the cumulative income gap of all vulnerable 
households. The cumulative income gap of the poor and near-poor is the amount of expenditure that, if transferred to 
them, could theoretically raise their consumption level to 120 percent of the poverty line and thereby technically remove 
them from both poor and near-poor categories. Comparing this gap with actual current benefits transferred gives one 
indication of whether the level of resources allocated is adequate for poverty reduction goals. Using household survey 
data, the cumulative annual income gap of Indonesia's poor and near-poor is estimated at around Rp 35,000 billion or 
0.5 percent of GDP in 2010 (Figure 23). The cumulative income gap of all vulnerable households (the bottom 40 percent, 
or those with expenditure of approximately 1.5 times the poverty line or less) is estimated at around Rp 170,000 billion 
or 2.6 percent of GDP for the same year. Though Indonesia spent around Rp 30,000 billion (or nearly 0.5 percent of 
GDP) on SA in 2010, according to official and promised benefit levels, only around two-thirds of this (approximately 





23 Soewondo (2011) 
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Rp 20,000 billion or 0.3 percent of GDP) is transfers to households from the major programs; the rest is either 
administration or sub-national expenditure. So, official benefits transferred represent just 60 percent of the cumulative 
income gap of the poor and near poor or just 10 percent of the cumulative income gap of all vulnerable households.”4 In 
comparison, Indonesia spent 2.2 percent of GDP on energy subsidies in the same year (4.5 percent in 2008), the majority 
of which benefit non-vulnerable households. 


Total household Figure 23. Income Gaps and Total Social Assistance Benefits Transferred, 2010 
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Sources and Notes: Kemenkeu, Susenas 2010 and World Bank staff calculation. 





According to medium-term planning documents, Indonesia has only modest expansion plans for most Cluster 

1 SA programs; expenditures are projected to flat-line at around 0.5 percent of GDP. Plans outlined in the RPJM 
monitoring and evaluation indicators developed by Bappenas are, for the most part, business as usual. Overall, total 
national expenditures on household SA are projected to rise in nominal terms to around Rp 40,000 billion by 2014 which 
is equivalent to a 0.5 share of projected GDP (Figure 24). Moreover, the composition of household SA expenditures 
remains largely unchanged. No mention is made of BLT (which is assumed inactive) or Raskin (which is assumed to remain 
unchanged), while the indicative Jamkesmas allocation rises only modestly in nominal terms. In contrast, the RPJM outlines 
ambitious expansion plans for BSM: the target number of beneficiaries is planned to roughly double to almost 8 million 
students by 2011, enough scholarships to potentially reach all poor school-aged children in Indonesia (based on household 
survey estimates). RPJM plans for PKH see an expansion from just over 800,000 households today to 1.5 million by 2012, 
but it remains a relatively small program with low coverage and a small budget.” Similarly, the programs for especially 
vulnerable groups are planned to expand modestly, but will remain relatively small. 








24 Dueto necessarily imperfect targeting technologies, only a portion of actual benefit expenditure reaches vulnerable households. For example, in the 
major national program with perhaps the most accurate targeting (BLT), approximately 64 percent of total benefits were received by households in the 
bottom 40 percent, meaning approximately 36 percent of benefit spending went to non-poor and non-vulnerable households. This suggests that (given 
the current targeting technology) only Rp 12,700 billion (or less) of the Rp 20,000 billion in direct transfers are ending up with vulnerable households. 
This in turn suggests that current benefits transferred to vulnerable households represent (at best) 38 percent of the cumulative income gap of the 
poor and near poor or 6 to 7 percent of the cumulative income gap of all vulnerable households. This does not yet account for the sometimes sizeable 
gap between officially promised benefits and benefits actually received; accounting for this gap would reduce the relative size of the transfers provided 
to poor and near-poor households. See Section 3 below as well as ‘Targeting Poor and Vulnerable Households in Indonesia’ for additional detail on 
targeting outcomes. 


25 More recently, Kemensos officials, TNP2K officials, and TNP2K national planning documents have indicated that 2014 intended coverage has been raised 
to 3 million households in all Indonesian districts. 
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Current medium- Figure 24. Projected Social Assistance Expenditures, 2011-2014 
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Sources and Notes: Kemenkeu, Bappenas and World Bank staff calculation. 





Indonesia's SA expenditures are low in comparison to other developing countries which spend on average of 
1.5 percent of GDP. It can be difficult to compare spending on SA across countries due to differing definitions and scope, 
but best-practice estimates indicate that most developing countries spend between 1 and 2 percent of GDP (Figure 25). 
Indonesia’s spending is also noticeably low relative to other countries in East Asia and the Pacific, which spend 1 percent 
of GDP on average. In Latin American, where data coverage is more complete and SA programs are considered to 


be relatively well developed and efficient, countries spend 1.3 percent of GDP. For reference, the average for OECD 
developed countries is around 2.5 percent of GDP. 


In comparison Figure 25. Social Assistance Expenditure Levels in International Comparison 
to a wide range 


of developing 
countries, 
Indonesia SA 
spending is at the 
low end. 


Percent of GDP 


Sources and Notes: Weigand and Grosh 2008. Data taken from World Bank public expenditure reviews or other 
similar work. *Data for Indonesia and the Philippines are World Bank Staff estimates. N=number of countries in 
group with data available. 





Indonesia appears to be allocating very low levels of resources to SA. Indonesia's current and projected level of 
spending, at 0.5 percent of GDP is not sufficient to protect all eligible households, let alone all vulnerable households. 
Moreover, spending is low in comparison to other developing countries, which spend 1.5 percent of GDP on average. 


Given its strong fiscal position, Indonesia could afford to spend more. Іп addition, the current spending mix is unbalanced 
and dominated by Raskin, an in-kind subsidized rice program. 
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Do programs provide the 
right benefits? 





SA benefits are “right” when they allow households or individuals to meet objectives that the transfer 
program encourages. Indonesia, through the Cluster 1 programs and elsewhere, attempts to bring cash, in-kind 
goods, and services and facilitation to the disadvantaged to protect them from destitution, to prevent the adoption of 
unproductive coping strategies when income is scarce, and to encourage the acquisition of the social services and human 
capital that will keep them less vulnerable in this generation and the next. This report does not attempt to define a 
minimum (or maximum) standard for benefits; instead the discussion focuses on whether benefits received can facilitate 
the achievement of a program's goals. 


SA programs in Indonesia provide benefits that vary significantly in their generosity. BLT and PKH deliver benefits 
equivalent to around 10 percent of the poverty line (for total household expenditure), while the pilot cash transfers 

for marginal groups deliver benefits worth between 17 and 34 percent of household poverty line expenditure. Raskin 

is the least generous, delivering benefits valued at just over 2 percent of the household poverty line, followed by BSM 
(around 5 percent on average). The total benefit packages (Table 9) for all programs with the possible exception of Raskin 
include facilitation, outreach, and socialization, and as detailed below, these services too can vary from adequately- to 
inadequately-provided. 
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Some of these benefits are inadequate by design. BSM benefits look adequate at between 15 and 30 percent of per- 
capita poverty line expenditure, but not when compared to actual poor household education expenditures. Yearly out-of- 
pocket expenditures for secondary education, for example, range from Rp 1.5 million to Rp 2.2 million (Figure 26). As a 
percent of overall expenditure, secondary education can be prohibitively expensive for the poorest households, consuming 
approximately 20 percent of overall expenditure, while they are a smaller 5 to 10 percent of a rich household's overall 
expenditure. The opportunity costs for a poor household when it sends a child to school are also larger (as a percent of 
total household income) than for wealthier households, making education, and especially secondary education, doubly 
expensive. This inadequacy of benefits when measured relative to the actual cost of the promoted service also affects PKH 
and may be part of the reason that conditional cash transfers have not had a noticeable impact on drawing more children 
into upper schooling levels. 


The BSM Figure 26. Household Education Expenditures and Benefit Amounts by school level, 
scholarship 2009 
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Source: Susenas (2009) and World Bank staff calculations 

Note: PKH amounts reflect only the amounts given for school-aged children when they attend school; see "Social 
Assistance Program and Public Expenditure Review 6: PKH" for more detail. Total PKH transfers are larger (on average) 
but are based on a larger number of conditionalities that pregnant mothers and under-5s must meet. 


The Raskin program delivers far smaller benefits because of noticeable discrepancies between total Raskin rice 
procured and total Raskin rice purchased (Figure 27); between total benefit promised and total benefit received (Figure 
28); and between total number of beneficiaries targeted and total number of actual Raskin beneficiaries (see Section 3 
below). In 2010, based on public announcements, Raskin should have delivered to poor and near-poor households at 
least 13 to 16 kilograms of rice per month at a subsidized price of Rp 1,600 per kilogram. These amounts would have 
translated into approximately 11 percent of poor household expenditure and between 30 to 40 percent of estimates of 
an Indonesian household's rice needs (between 35 and 45 kilograms per month, according to GOI press reports). Actual 
purchases as reported by households, however, were estimated to be far less (Figure 28). Ministry of Finance budget 
reporting shows that of the Raskin rice procured to deliver promised benefits, only about half of the procured kilograms 
(in recent years) are actually purchased by eligible households (Figure 27). It is not clear at which stage in the Raskin 
delivery process — procurement, storage, transport, or local-level storage and sale — the bulk of the procured Raskin rice 
goes missing, but the situation on the ground indicates that distribution was not as planned. Furthermore, given actual 
average Raskin purchases (between 3 and 4 kilograms) and actual average Raskin prices (approximately 60 percent higher 
than the stipulated price of Rp 1,600 price), actual benefit values were between 2 and 3 percent of poor household 
expenditure, and only 6 to 11 percent of a household's monthly rice needs. 
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There are Figure 27. Raskin Rice Procured and Total Raskin Purchases, 2006-2009 
significant 
discrepancies 
between total 
amounts of Raskin 
rice procured 

for distribution 
and the total 
amount of Raskin 
purchased by 
households. This 
combined with 
local preferences 
for equitable 
distribution leads : ТЕ КЕГІ 
to a small benefit E 

transferred l | | 

through the Raskin 2006 2008 


Total Raski а m al Ra 
program. А AAA e es _То{а! ВазКїп том о је ригсһавев 


Million kilo gram 


Total rice consumption, poor and near-poor households ~~ Total rice consumption, all households 


Figure 28. Raskin Promised Benefits and Actual Raskin Purchases 
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BLT benefits were initially delivered as promised but an emerging redistribution issue has not been addressed. 
BLT promised emergency and temporary cash transfers with a Rp 100,000 monthly benefit value, or nearly 15 (12) percent 
of 2005 (2008) poverty line expenditure. However, as the number of delivered BLT tranches increased (in a given year and 
also across 2005/6 to 2008/9), the frequency and size of various deductions also increased. According to recall questions 
from the Susenas surveys, in 2009 the frequency of deductions may have increased to as much as 50 percent (of all who 
received BLT) from 10 percent during the first disbursement in 2005. Likewise, the median (mode) amount deducted may 
have increased to as much as Rp 50,000 (Rp 100,000) per disbursement in 2009 from Rp 10,000 in the first disbursement 
in 2005. These deductions were a combination of collectively organized transport fees, "tips" and solicited payments 

to program officials and local authorities, and collectively- or unilaterally-decided "redistributions" of BLT benefits across 
more households. This leakage and redistribution was not addressed in any systematic way and no safeguards were put in 
place. 
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Jamkesmas benefits are potentially very generous, but knowledge, health service supply, and access costs limit 
utilization and therefore actual transfers. The value of a Jamkesmas card depends on whether it is used to acquire 
health care and if so, which health care services are acquired. As mentioned above, essentially a// health care services 

are covered by Jamkesmas, so households could be transferred a significant implicit value when using a Jamkesmas 

card. However, reports from the field and impact evaluation studies indicate that households not already familiar with 
the modern healthcare system (most poor and near-poor households) do not understand how to use the Jamkesmas 
card, including what services are covered nor if and when household members are eligible. Poorer households also 
mention that health service provider access costs — a combination of lost wages, transportation, lodging, and childcare or 
chaperone care (and daily expenses for those individuals) — are prohibitive and cannot be addressed by Jamkesmas. Finally, 
supply-side constraints and differential treatment of Jamkesmas patients means that actual healthcare services provided 
are limited for most households who do not request treatments explicitly.?e 


Cash benefits are typically not inflation-indexed and therefore are eroding in real terms. Benefit amounts for 
all programs have not been adjusted to take into account increases in the cost of living and have remained unchanged 
at their initially-set levels, meaning their real value to beneficiaries has declined significantly over time. For example, the 
JSPACA and JSLU benefits of Rp 300,000 per month have remained unchanged since 2006, and are now worth almost 
30 percent less at current 2010 prices. The only program unaffected by inflation is Jamkesmas, which provides fee 
waivers instead of direct cash transfers. 


Facilitation, outreach, and in-kind services, which are a significant component of some benefit packages, vary 
in quality. For example, in the PKSA, JSPACA, and JSLU programs, the cash transfers are larger than all other Cluster 1 
transfers, but targeted individuals face an array of difficulties — lack of access to household, kin, and community support 
networks; difficult access to regularly-provided social services like education, health, and sanitation; psychological, 
psychosocial, and emotional issues that may be both a cause and product of the individual's disadvantaged status — not all 
of which are best addressed by cash alone. The BSM scholarship program does not explicitly include outreach for those 
contemplating leaving school nor is it designed to accept individual application by interested students or households. As 
mentioned above, the lack of facilitation and outreach in the Jamkesmas program is likely limiting the use of the card 
among poor households. For all Cluster 1 programs with an "increase in access to and utilization of social services" 
objective, facilitation and in-kind services may be equally important as cash, but effective delivery of these elements has so 
far lagged cash transfer disbursement. 


Only some programs have most elements of an effective benefit package. BSM and Raskin do not provide the 
right benefits because of both design and implementation issues. PKH's education transfer is too low, while for reducing 
inequality and for health behaviors the transfers have been appropriate. Jamkesmas fee waivers are very generous, but the 
Jamkesmas benefit package does not include facilitation or outreach and like BSM, it cannot address the total real costs 
of access. All of the SA programs with an explicit focus on promotion through behavior change and use of social services 
— PKH, Jamkesmas, BSM, and the cash transfers for vulnerable populations - would benefit from more high-quality 
facilitation and outreach but currently cannot or do not provide enough of this valuable benefit; see Section 5 below for 
greater detail. 





26 Even when explicitly requested, some Jamkesmas-covered services remain unavailable if local health service staff do not know about, or are unwilling to 
provide, the Jamkesmas-covered referral option. 





Do programs provide the right benefits? Ш 








57 


58 


Are benefits reaching the 
right people? 





A social assistance transfer reaches the "right" people when a significant majority of the benefits provided 
reach the households and individuals that the program targets. Most of the progra liscussed in this report have 
target or priority populations that are described in operational manuals and national regulations. With the aid of plentiful 
Indonesian household survey data, it is a relatively straightforward exercise to evaluate the ability of programs to reach the 
right people according to a program's own objectives.? 









The major programs target poor and near-poor households, while the smaller pilot programs aim to reach 
the extreme poor and specific marginalized groups. The largest national programs — Raskin, Jamkesmas, and BLT 
(when active) — offer benefits to poor and near-poor households (approximately 25 percent of all households) and are at 
least designed to reach a portion of the population vulnerable to impoverishment. The BSM initiative is meant to cover 
all students or school-aged children from poor households. PKH is still a pilot program that provides benefits to extremely 
poor and demographically eligible households. The smaller programs — JSLU, JSPACA, and PKSA — cover even narrower 
groups or marginalized indivic re generally prioritized to poor individuals; for example, poor rather than non- 
poor disabled individuals have priority over JSPACA funds. 






, but 





а 








A significant number of poor households are excluded from beneficiary lists. The poorest households are the 
most likely to receive program benefits, but less than half of the poorest 40 percent of households receive BLT and 
Jamkesmas (for example), while 20 to 25 percent of total benefits from both programs goes to the richest 40 percent of 
households. Over 70 percent of the vulnerable (or the poorest two-fifths of households) receive Raskin, but Raskin also 
aring among all households; as mentioned e 


has high coverage of the non-vulnerable, a result of local-level Raskin s 
jn 2, this sharing also dilutes each poor and near-poor household's Raskin benefits. In a comparison of targ 
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27 Internationally, there are many examples of social assistance benefits with explicit targeting and priority rules as well as many examples of social 
assistance benefits that are essentially entitlements that any citizen has a right to receive; see Targeting Poor and Vulnerable Households in Indonesia for 
international perspectives on targeting. 














outcomes, and with 100 percent representing perfect targeting according to program design, BLT performs the best at 24 
percent better than random, with Jamkesmas and Raskin at 16 and 13 percent respectively.?? BSM performs quite poorly: 
the poorest 30 percent of students receive less than double the share of benefits than the share received by the richest 30 
percent receive; a BSM transfer is nearly as likely to be received by a student from a poor or vulnerable household as by 

a student in a non-vulnerable household. Overall, Indonesian program targeting, as measured by coverage of the poor, is 
in line with international benchmarks; however, as measured by leakage to the richest households, Indonesian targeting 
is much worse than elsewhere.?? This means that, in Indonesia, the percentage of benefits enjoyed by the poorest 40 
percent lags behind international benchmarks, while the percentage enjoyed by the richest 20 percent is higher than in 
other countries (Table 10). 


28 That is, targeting outcomes under BLT (Jamkesmas, Raskin) are 24 (16, 13) percent better than if the same number of benefits had been distributed 
randomly. 


29 See Targeting Poor and Vulnerable Households in Indonesia (World Bank, 20122). 
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Some Table 10. Targeting Indicators in Social Assistance Programs 
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Sources and Notes: Program manuals, regulations, staff reports, and World Bank Staff calculations based on 2010 
information. *For BLT and BSM, coverage and incidence are recorded in the 2009 Susenas. 

**For PKH, households must also be demographically eligible with pregnant women, mothers, or school-age children. 
t When beneficiaries were added, no revisions were made to the original beneficiary lists. 


Each program has developed its own eligibility rules while targeting in practice has often strayed from 

official guidelines.” For example, BLT was meant to use a mix of data collection methods, but each step in the data 
collection procedure was carried out with significant revisions: statistical assessment of poverty status was not in-line 

with international best practice while community-based assessment was in most cases not consultative or transparent. 
Revisions to beneficiary lists for the 2008 BLT produced no significant differences from the 2005 beneficiary lists, so poor 
household exclusion did not improve. Raskin is meant to use official lists of the poor to select beneficiaries, but in practice 
communities distribute the rice as they see fit, often sharing equally among all or nearly all households. Jamkesmas is also 
meant to use official lists of the poor but there is considerable variation in beneficiary identities at the local level, with local 
health officials sometimes choosing beneficiaries, or households selecting themselves based on previous healthcare use.?! 


Different targeting approaches mean different beneficiaries for each program, even though all target the same 
households. Each of the programs approaches targeting in a different way and has a different database of beneficiaries. 
As a consequence, even though all three major programs target the same target population (the near-poor, or bottom 25 
percent of households), less than one third of target households receive all three programs, while nearly half receive one 
or no program (Table 11). At the same time, over 10 percent of non-target households receive all three, including many of 
those in the richest half of the distribution. Poor households have an approximately equal chance as non-poor households 
of receiving one of the three major programs. In general, household eligibility as determined by one program does not 
seem to matter for eligibility in another, as programs with the same eligible population do not have consistent or common 
ways of identification and classification. Comprehensive coverage appears a matter of luck rather than design. 





30 Refer to Targeting Poor and Vulnerable Households in Indonesia (World Bank, 2012a) for a detailed review and discussion of targeting practices in 
Indonesia. 


31 PKH is not discussed in this section due to insufficient quantitative data. PKH is still a pilot program without dense national coverage; consequently PKH 
beneficiaries are not sampled with enough statistical precision for calculation of nationwide or program-wide targeting performance. When PKH was 
first piloted in 2007, it used BPS' 2005 list of the poor (developed for BLT). Households identified as very poor on this list were eligible. By BPS definition 
a very poor household is a household that has less-than-poverty line expenditure overall; spends a large portion of available income on basic staple 
food; cannot afford medical treatment (except at the community health clinic or other public health facilities subsided by the government); and cannot 
afford sufficient new or replacement clothing. In practice, households meeting these standards have per-capita expenditure levels of approximately 0.8 
times the BPS-defined poverty line. All households below the very poor cut-off with the right demographic composition (identified with a supplementary 
survey) were eligible for the PKH program, but the PKH implementing units in Kemensos (UPPKH) chose only some of the eligible households to receive 
PKH transfers after (UPPKH) together with BPS. 
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Though eligibility Table 11. Social Assistance Programs Received by poverty category, 2009 
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Total 100 100 100 100 


program. 


Poor socialization and mistargeting may have undermined support for SA programs. The percent of communities 
experiencing protests during program introduction ranged from 25 percent for Jamkesmas (when it was called Askeskin) 
to 56 percent for BLT, with those not receiving assistance being the most likely to complain (Table 12). Mistargeting, 
nepotism and a lack of transparency, as well as poor socialization related to beneficiary selection were the sources of the 
overwhelming majority of complaints (Table 13). Communities witnessed a number households considered deserving 
and poor not receiving BLT while simultaneously observing non-poor households receiving BLT when they should not 
have.?? BLT provided a significant-sized cash transfer while Jamkesmas was a fee waiver and Raskin's in-kind benefits have 
been diluted and shared equally for some time; therefore it appears complaints may be linked to the benefit size, type, 
and overall population coverage. Initially at least, BLT experienced less redistribution than, for example, Raskin, making 
BLT distribution more obviously prioritized and not universal. This may have been more controversial upon introduction, 
especially if program goals were not well-socialized. 


The nature of the community protests suggests that improved targeting of programs would improve 
satisfaction and buy-in. Targeting is essential in ensuring that intended beneficiaries receive full program benefits, which 
in turn safeguards effective program performance. In addition, accurate targeting is an important driver of community 
satisfaction, at least among a significant part of the community. 


Indonesia represents a complex targeting environment and new data collection can enhance outcomes in 

all the household-based programs.?^ Nearly 240 million individuals are dispersed across at least 18,000 islands and 
over 500 districts (each of which has considerable ownership and operational control of public spending and social 

sector programs since decentralization). Targeting should be able to identify the chronically poor, the near poor, and the 
especially vulnerable (but not currently poor) in all these localities and across a relatively equal consumption distribution. 
In 2011, a large survey — which collected data from over 40 percent of Indonesian households — has allowed BPS to 
meaningfully update its list of poor, near-poor and vulnerable households and families and it is hoped it can serve as the 
foundation for a unified Cluster 1 beneficiary registry and an initial eligibility database. This massive improvement in data 
collection (called the PPLS11 survey), which combined results from previous lists of poor households with 2010 population 
census results and community nomination, is expected to result in significant targeting improvements over previous 
methods. 





32 Those who consider themselves knowledgeable generally accept program goals and objectives, including targeting. 
33 See “Social Assistance Program and Public Expenditure Review 2: BLT” in Volume 2 for more detail. 
34 See Targeting Poor and Vulnerable Households in Indonesia (World Bank, 2012a) for more detail on all points raised in this paragraph. 
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Non-beneficiaries 
are by large 
margins the most 
frequent sources of 
complaints regarding 
the provision of SA 
and inadequacies in 
the prioritization, 
targeting, and 
distribution of 
benefit packages 

is overwhelmingly 
the most frequent 
complaint. 





Table 12. Share of Social Assistance Complaints by identity 


Percent of Total Complaints 


Complaints Raskin Askeskin 
Those who didn't receive assistance 

Those who did receive assistance 

Community leader 

Village officials 


Others 


Table 13. Common Reasons for Social Assistance Complaints 
Percent of Total Complaints 
Reason for Complaint BLT Raskin Askeskin 
The listing and selection was not transparent 
Nepotism practice in the selection 
The amount received was not as specified 
Assistance was late 
Unfair distribution 
Practice of illegal fee in the program implementation 
Assistance was given to those not eligible 
Non-transparent implementation of the program 
Other 


Sources: IFLS. 
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Do people receive the 
benefits at the right time? 





Putting benefits in households' hands at the "right" time means distributing benefits when they will be used 
as the program intends, for acquiring the goods and services the program wishes to encourage. There could 
be many "right" times for disbursement to households throughout the course of a year, depending on the monthly or 
weekly profile of costs and expenditures that a household faces. Some benefits, like a health fee waiver, are automatically 
delivered at the right time because they can be used any time; others, like facilitated services, may only be right if they can 
be delivered frequently and on demand. 


Two of the three largest SA programs have delivered benefits to households when needed. BLT was well timed, 
reaching households during the month when the largest increases in fuel prices occurred; the cash transfers received were 
quickly spent on necessities, including on education expenses and preparation for religious holidays if either happened to 
occur during disbursement periods. Jamkesmas is always available to households; however beneficiaries need to cover 
the costs of access. Raskin is also continuous, with subsidized rice designed to be delivered monthly. However, local-level 
implementation practices — with rotation and sharing of rice amongst households regardless of strict eligibility — negatively 
impact Raskin's dependability for poor or vulnerable households. 





The timeliness of Table 14. Social Assistance Benefit Timing 
benefit delivery also 
varies widely. 


Program Are benefits delivered when needed? 


Raskin Continuous delivery, but often "rotating " schemes are established, which is 
not effective for smoothing consumption 


Jamkesmas Always available 

BLT Yes (2005 and 2008) 

BSM No - arrives 1- year late 

PKH Partially — timeliness of education benefits has been addressed and improved 
JSLU 

JSPACA Bunched in 2"-half of year; ineffective for consumption smoothing. 

PKSA 


Source: Program manuals, regulations, staff reports, and World Bank staff calculations. 





65 





66 


Protecting Poor and Vulnerable Households in Indonesia 


The smaller programs have experienced implementation bottlenecks preventing benefits from reaching 
beneficiaries at the right time. PKH faced bottlenecks because of only partially-available and slow MIS systems, as well 
as delays in the processing of information feeding into the MIS systems; both issues resulted in mis-timed and bunched 
payments. For example, PKH payments often arrived after the start of the school year, reducing households' ability to 

use PKH transfers to send their children to school. These problems have since been addressed, with PKH now making 
smoother payments throughout the year. The smaller pilot cash transfers — PKSA, JSLU and JSPACA — are currently facing 
similar bottlenecks. Slow bottom-up beneficiary identification and verification processes mean beneficiary lists are usually 
not finalized until May of each year, with payments reaching beneficiaries only in the second half of the year. This reduces 
the effectiveness of the programs at promoting better quality of life for marginal groups by making it harder for them to 
smooth their consumption. Lessons from the PKH experience can be useful in improving the delivery of benefits from these 
other programs. 


BSM and PKH Figure 29. Quarterly HH Education Expenditures per Student versus BSM and PKH 
benefits have Benefit Amounts, by school level 
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Sources and Notes: Susenas 2009 & World Bank staff calculations. BSM scholarship disbursements are usually delivered as 
one lump-sum payment, not in installments. In the figure above, a BSM disbursement is imagined to be divided evenly into 
four guarterly payments to better illustrate the difference between BSM amounts and household schooling expenditures at 
different points throughout the school year and across the regular transition path from primary to junior secondary to senior 
secondary. 





BSM timeliness, and therefore effectiveness, is undermined by a lengthy verification and disbursement 
process... Children in Indonesia enroll in school in July. BSM then spends the following January through May period 
collecting beneficiary data and verifying beneficiary attendance.? BSM disbursements to households do not begin until the 
following July and the majority of students do not receive funds before August, or more than one year after enrollment. 
BSM is therefore ineffective in encouraging enrollment through reducing the burden of school fees when they occur. 


...and BSM is unavailable to transitioning students who are most likely to dropout. Owing to the same 
bottlenecks in beneficiary identification and verification, BSM is also not available during primary-to-secondary or within- 
secondary transition years; as noted previously this is precisely when the greatest poor student-dropout and the sharpest 
increase in the costs of education occur. The primary school (SD) BSM program only delivers transfers to students actually 
sitting in an SD classroom; likewise, the junior secondary (SMP) BSM programs only deliver cash transfers to students 
actually sitting in an SMP classroom. BSM is therefore not available for 6th graders making the transition to 7th grade, 

or for 9th graders making the transition to 10th grade. All told, fragmentation across schooling levels, illogical rules, and 
slow disbursement issues combine to make BSM ineffective for the transitioning students from poor households who could 
benefit most (Figure 29). 





35 Actually, each of the ten BSM initiatives undertakes this process separately. 





Do people receive the benefits at the right time? Ш 


Some programs deliver benefits at the right time while some face self-imposed constraints that hamper the 
timeliness of transfers. Several issues in BSM design and implementation reinforce each other negatively and produce 
ill-timed benefits. BLT was timed well (during the month of the largest subsidy reductions) and households spent all funds 
rapidly. PKH faced bottlenecks because of slow MIS systems. The symptom (badly-timed payments) and cause (MIS) have 
both been addressed. JSLU, JSPACA, and PKSA can learn from the PKH experience and piggyback on the PKH MIS systems 
to improve timeliness. Local-level implementation practices in Raskin — rotation and sharing — negatively impact Raskin's 
dependability. 
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Are programs implemented in 
the right way? 





Having the "right" implementation is a question of both engineering design and efficiency. A well-implemented 
program ensures that all subprocesses — from targeting and beneficiary selection and 
to monitoring anc on and complaints and grievances — are designed tho 
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y by those on the front line 


Spending on Support Operations 


BSM, Jamkesmas and, to a lesser extent, BLT likely spend too little on support operations to ensure effective 
performance. The primary school BSM program at Kemdikbud spends less than Rp 5,000 per beneficiary per year on 


administration, equiva e 30 and Table 15). Similarly, Jamkesmas 
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somewhat low compared to the international benchmark of 8 percent for cash transfers and partially reflects the absence 
of many supporting activities — socia 





Ization, outreach, monitoring and evaluation, complaints and grievances which 








were underprovided, most likely because BLT was designed as a temporary program. 


The Raskin program is allocated the most for non-benefit spending, and the bulk of this spending goes to 
physical transportation, distribution and packaging of rice rather than on support operations for beneficiaries. 
In 2010, budget allocations to Raskin built in a transfer of just over Rp 200,000 per beneficiary for administration 

and operation (Figure 30). This amount of non-benefit spending (derived from the budget iloutions) may actually be 
higher or lower than the net amount of non-benefit spending that occurs in the Raskin program. However, according 

to the formulaic amount Raskin has the highest administrative overhead ratio of all the SA programs (26 percent), 

despite its large scale of more than 17 million households.?? However, most of this spending is absorbed by the physical 
transportation, packaging and distribution of rice. Little or no budget is allocated for support operations such as outreach, 
targeting or socialization, which would enhance the effectiveness of the program for the intended beneficiaries. These 
responsibilities are instead delegated to local governments, with very mixed results. 


36 When comparing the total amount allocated by the budget formula for administration and operation on a per-actual-beneficiary basis with the total 
actual per-beneficiary benefit received, Raskin per-beneficiary administrative costs (relative to actual benefits received) are higher; see "Social Assistance 
Program and Public Expenditure Review 3: Raskin" in Volume 2 for more detail. 
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Some programs Figure 30. Social Assistance Administrative Costs 
appear to spend 

too little, and 600,000 

some too much, on 
support operations 
to ensure efficient 
performance across | 
the SA sector. б 
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Rupiah cost per beneficiary (LHS) Administrative overhead ratio (RHS) 


Sources and Notes: Kemenkeu and World Bank staff. Data for 2010 unless stated. Raskin numbers are derived 
mechanically from budget allocation formulas and not from observed, itemized spending. 





In contrast, the smaller cash transfer programs have higher administrative costs, although these costs are 
reasonable given the pilot status and small scale of the programs. Per-beneficiary costs for PKH, JSPACA and JSLU 
are significantly higher than those of the larger programs, reflecting their very small scale. PKH spends around Rp 237,000 
per beneficiary per year while JSPACA and JSLU spend close to Rp 350,000 per beneficiary. However, the administrative 
overhead ratios of the latter two programs has been declining over time, and were under 10 percent in 2010. Unlike 
Raskin, PKH spends a significant amount of administrative resources on socialization, monitoring, evaluation, and training 
while the amount spent on targeting has fallen since the program's introduction. This indicates that administrative 
expenditures are directed to activities that improve outcomes for households. In JSLU and JSPACA, major administrative 
resources go to targeting, which results in less well-funded socialization, monitoring and evaluation, follow-up, and 
training activities (which in turn has household-level consequences; see below). These administrative ratios are reasonable 
in comparison to the international benchmark for cash transfers (8 percent) and to well-run CCT programs in Latin 
America where administrative overhead ratios are up to 12 percent (Table 15). Per-beneficiary administrative cost and 
overall administrative overhead may decline further as the pilots expand and realize greater economies of scale. 


Spending Table 15. Administrative Costs in Social Assistance Programs 


2n support Status of  Numberof  Totalnon- Administrative Administrative Administrative 
operations program beneficiaries benefit cost per cost per overhead ratio 
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and those that 


rely on service vem 
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р (Kemdikbud SD) students 


BLT (2008-09) National 18.7 mn HH 48,858 
PKH Pilot 675,636 HH ЗЕТОТ 
JSPACA Pilot 17,000 366,098 
JSLU Pilot 5,000 313,598 


Cash transfers 
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implementers 
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for those 
activities 
specifically. 


Fee Waivers 

Jamkesmas National 18.2 mn HH 

In-kind transfers 

Raskin National 17.5 mn HH 3,641 208,250 
International 

benchmark 


Sources and Notes: Kemenkeu data and World Bank staff estimates. Raskin numbers are derived mechanically from budget 
allocation formulas and not from observed, itemized spending. 
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Socialization and Information Dissemination 


Program sustainability and behavior change both require effective socialization. Local governments, other 
implementation partners, communities, and beneficiary households or individuals should all understand what a program 
is meant to achieve, who the priority recipients are (and why those recipients are being prioritized), what beneficiaries 
will receive and what will be required of them, and how the program will be targeted. Each stakeholder may require a 
different information package and effective socialization may be achieved through different outlets. Detailed information 
on program strategy provides policy makers and politicians clear justification for whether programs are desirable 
expenditures. Potential beneficiaries need to know the program purpose and be aware of their rights in order to actively 
participate and to ensure benefits are not diluted. Local governments and other implementation partners will need 

to know the extent to which they can adjust policies to reflect local preferences as well as coordination and reporting 
requirements (with or to the central government and implementing agencies). When the general public is made aware of 
program goals and priorities, it is less likely to divert program benefits or change local implementation and allows it to act 
as bottom-up monitors. 


Socialization to all stakeholders, including on eligibility criteria, has been weakly provided. Information about 
eligibility rules, program objectives, and beneficiary rights and responsibilities is typically spread thinly among beneficiaries, 
eligible households, communities, and local-level program implementers. The large majority of Jamkesmas beneficiaries, 
for example, do not know which of the common services and medicines are covered by the program (Figure 31). While 
most PKSA recipients (abandoned or vulnerable children) knew the purpose of the program, they do not know about their 
rights and responsibilities and were unaware of the conditionalities and penalties associated with the program (Figure 31). 
Research on socialization practices for the BLT, Raskin, and Jamkesmas programs found weak socialization of program 
objectives, beneficiary rights and benefit amounts to all levels of government and community.” For BLT, researchers 
concluded "It could be said that socialization to communities essentially did not take place." 


Weak socialization has contributed to conflict and protest activity surrounding SA programs while failing 
to contribute to the production of bottom-up monitoring by well-informed communities. Underprovided 
socialization has resulted in inconsistent information and lack of buy-in from communities and local politicians and 
authorities (who are often also implementers). Lack of transparency in, and knowledge regarding, targeting and 
beneficiary selection in particular has led to intra-community jealousy and often a re-distribution of program benefits 
to greater numbers of households. Without comprehensive and frequently updated program information, including 
on goals and objectives, bottom-up monitoring of the targeting and benefit distribution processes is precluded (see 
the “Monitoring and Evaluation” section just below). Even local government and authorities who are front-line 
implementers may not receive enough information to evaluate a program's performance vis-a-vis households. 








37 SMERU (2006, 2008a, 2009, 2010) 


38 An impact evaluation report from Uganda notes that “household knowledge on how to report inappropriate behavior by bureaucrats and unsatisfactory 
quality of services does help to not only reduce the incidence of corruption but is also associated with significant improvements in service quality." 
(Deinenger & Mgupa, 2005) 
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Results from Figure 31. Beneficiary Knowledge: Jamkesmas and PKSA 
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Beneficiary perception of PKSA features 


Figure 31. 
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Sources and Notes : Indonesia Corruption Watch for Jamkesmas, PUSKA PA UI for PKSA. 
*All treatments, services, diagnostics, and medicines listed above are officially covered according to Jamkesmas 
regulations. 





Facilitation and Outreach 


There is a facilitation and outreach gap in the initiatives promoting access to social services like health and 
education. When poor and vulnerable households are meant to use SA transfers to enhance their own human and 
productive capital by acquiring locally-provided services, those unfamiliar with services and providers will need to be 
recruited into and familiarized with both the service and the system(s) that produces it.?? For example, in the JSLU, JSPACA, 
and PKSA cash transfers, facilitators are responsible for making regular visits intended to provide constructive assistance 
such as access to basic social services like free health care, birth certificate or identity registry, and education and monitor 
the client's condition and utilization of cash benefits. Facilitators are also expected to be able to give motivational support 
to increase beneficiaries’ self esteem and facilitators are the primary interface between a beneficiary and a program, so any 
obstacles, shortcomings, or malfeasance that occurs is usually reported to facilitators first. Neither BSM nor Jamkesmas 
include an explicit facilitation or outreach process and this limits beneficiary demand for both the transfers themselves and 
the services that BSM and Jamkesmas promote. In addition to lower utilization and demand by poor households, non-poor 
households are given an implicit advantage (through familiarity with services and service providers) which may increase 
non-poor demand for and capture of benefits. Jamkesmas again provides an illustrative example: impact analyses show 
that Jamkesmas is generally used more often for inpatient services by the non-poor and or those with previous exposure to 
inpatient care providers (whether poor or nonpoor). 





Programs with explicit provision of facilitation and outreach services suffer from low capacity. Of the initiatives 
promoting services and productive investments — Jamkesmas, BSM, PKH, and JSLU, JSPACA, PKSA — only PKH and the 
vulnerable group programs provide significant budget amounts and human resources for facilitation. Several studies have 


39 Current socialization efforts in Indonesia are not meant to serve this role, but instead provide basic details on the transfers and program objectives 
themselves. The unconditional cash transfer (BLT) and the in-kind transfer (Raskin) provide direct income support only and therefore may need less 
facilitation. However, socialization and facilitation that strengthens beneficiaries understanding of rights and responsibilities as well as technical details 
like disbursement amounts and times remains the only way to encourage ground-level program monitoring by beneficiaries and communities; see the 
previous section on Socialization and Information Dissemination. 
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noted that the PKH facilitators are crucial for encouraging and monitoring the behavior change the program demands.^ 
JSLU, JSPACA, and PKSA rely heavily on facilitators as well to both monitor beneficiary outcomes but also to organize 
additional necessary services. Of those programs, only PKSA has an initiative to recruit and pay for highly-skilled social 
workers as facilitators. 


The quality and effectiveness of facilitator networks accompanying cash transfers is highly variable. While 
field research and interviews with Yanrehsos (Pelayanan dan Rehabilitasi Sosial, Social Rehabilitation & Services) officials 
managing the JSLU, JSPACA, and PKSA programs indicate that the number of well-trained facilitators is growing, and 
that facilitators themselves acknowledge their lack of adequate training, the quality and frequency of facilitated services 
still varies widely. These programs often rely on the efforts of local-level volunteers to deliver both cash and facilitation. 
Facilitators (volunteer or otherwise) do not always have desired minimum education levels or training, and as a result 
facilitators are not always equipped to address the complex physical, mental, and social difficulties that beneficiaries 
present. An additional complication that also affects the PKH program is that several beneficiaries under one facilitator's 
care may be spread across great geographic distance, which means a facilitator may spend most of his or her time 
traveling to beneficiary households and performing only a perfunctory check before having to begin travel to the next 
site: 


Overall few resources are devoted to guality upgrading in facilitation or facilitators. JSLU and JSPACA facilitators 
earn approximately Rp 167,000 per month, which is below the average wage for domestic help or childcare (for example) 
in urban areas in Indonesia. PKSA facilitators employed by Kemensos can earn as much as Rp 1.4 million per month, 
which higher salaries are meant to attract facilitators with higher education levels.^ Facilitators must be mobile and cover 
large areas, but neither the transportation allowance nor overall salary varies by ground covered or with the number and 
distance to beneficiaries. Facilitator training is meant to happen as a vertical cascade, with senior facilitators delivering 
training material and any program updates to cadres in their regions, and with refresher courses available (but usually to 
newly-hired facilitators, although not necessarily available to even new hires at the time they are hired). Observers have 
noted that as a result of their many responsibilities, facilitators in the PKSA program are likely to become gatekeepers of 
cash transfers rather than providers of more comprehensive support and advocacy. 


Monitoring and Evaluation 


In most cases, monitoring and evaluation efforts do not focus on program performance or effectiveness while 
programs provide little ex ante investment in monitoring and data gathering activities. While M&E activities 

are explicitly covered in most Cluster 1 program guidelines, M&E in practice focuses on disbursement and financial 
performance indicators — see also Box 4 below for a general description of M&E activities across several Indonesian 
agencies, some of which provide Cluster 1 SA programs. For example, in the BSM program, monitoring reports are 
concerned with funds flow and whether or not beneficiary verification was done; results from beneficiary verification are 
not included in monitoring reports. While all programs mention socialization activities and schedules, monitoring and 
reporting typically records only whether these activities were held and who participated rather than what outcomes were. 


Cluster 1 programs - with the exception of PKH — do not use monitoring information to address programs 

on the ground. PKH, the conditional cash transfer, has a dedicated management information system that tracks 
beneficiaries, updates their demographic profiles, notes their progress attending health and education services, and 
adjusts payments or applies penalties based on this information. The PKH MIS is beginning to incorporate complaints and 
grievances reported by beneficiaries or their facilitators. With such information readily available, program implementers 
can identify frequently occurring problems or weaknesses in verification and deploy resources to remedy the problem. 





40 In Volume 2 of this report, see "Social Assistance Program and Public Expenditure Review 6: PKH" and the references therein. 


41 PKH Facilitators indicate that the quality and intensity of services they have time to provide is limited when large distances separate beneficiaries while all 
stakeholders note the quality and frequency of facilitators efforts are the best predictors of household success under the PKH program; in Volume 2 of 
this report, see "Social Assistance Program and Public Expenditure Review 6: PKH" and the references therein. 


42 The minimum level of education for a PKSA facilitator employed by Kemensos is a college degree in social welfare science; JSLU and JSPACA facilitators 
are required to have graduated from senior high school. 


43 In Volume 2 of this report, see "Social Assistance Program and Public Expenditure Review 7: JSLU, JSPACA, and PKSA" and the references therein. 
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Currently, no other programs have this information management capacity which means they are unable to quickly 
address emerging issues. For example, Raskin's implementing agency, Bulog, does not monitor activities past the Raskin 
distribution points and so has no ability to address the redistribution of benefits that weakens the impact of the program 
(see above). Generally in Cluster 1 programs, whatever monitoring information there is does not enter an information 
gathering-evaluation-feedback loop that could help make programs more effective or troubleshoot incipient or 
longstanding problems on the ground. Furthermore, a lack of incentives undermines both quantity and quality in these 
M&E activities (Box 4). 


Box 4: A qualitative study completed in August 2011 details the M&E landscape in five large 
Monitoring Indonesian ministries: Finance, Education, Agriculture, Health, and Public Works (SMERU, 
and Evaluation 2011). Two of these ministries — Health and Education — provide the second and third largest 
Activities in Cluster 1 SA programs (respectively) as part of their mainstream activities. All five ministries are 
Five Indonesian involved in the direct provision of public social services and have relatively well-developed M&E 
Ministries systems (compared to other central government ministries and agencies). They are also all ministries 
currently involved in pilot projects for the implementation of performance-based budgeting reform. 


Results indicate that overall M&E activities suffer from limited coordination and a 
confusing landscape... The M&E landscape consists of many overlapping government-wide 
systems and agencies with M&E responsibilities that span sectors and levels of government — such as 
Bappenas for planning activities at any level of government, Kemdagri (Kementerian dalam Negeri, 
Ministry of Home Affairs) for any local government activities, or TNP2K for some activities in the 
poverty reduction and social protection sector — have different spheres of influence and partially- 
overlapping information needs (Figure 32). Data-sharing protocols mostly do not exist, and the 
ability of any central government agency to monitor or evaluate programs initiated or implemented 
by subnational governments or agencies is limited. Altogether, in both coordinating agencies with 
broad responsibilities and line ministries with narrow responsibilities, a total of 10,000 activities are 
being monitored with nearly 6,500 performance indicators. 


... While capacity for M&E activities within agencies is uneven. Partially because agencies are 
not truly accountable for quality of services provided nor for outcomes from their activities, there 
is a lack of incentives for monitoring and evaluating activities and service provision. Currently, 
coordination of M&E efforts delegated to lower levels of government with central-level M&E 
objectives is weak, agency regulations governing M&E production are confusing, and typically sub- 
national implementation partners do not receive budgetary support specifically for delegated M&E 
duties. At the same time, reporting burdens are high (especially for subnational implementation 
partners) but reports are underused and the guidelines for reporting do not generate information 
required for strategic planning and evaluation. Overall, there is overproduction of monitoring 
information based on low-quality indicators, results from which do not enter an information 
gathering-evaluation-feedback loop that could help make programs more effective. 





Ministries do not frequently use M&E information in policy making, planning and 
budgeting. M&E activities are generally considered to be compliance tasks only, and the 

purpose, function, and value of the many reporting instruments are not well understood. This, 
combined with a lack of incentives and budgetary support, causes M&E activities to be viewed 

as a supplementary burden and are often assigned to lower-level employees. A lack of follow-up 
at lower levels contributes to incomplete compilations and records at higher levels. Recorded 
information usually concerns budget absorption (spending) and "units" (variously defined) 
distributed (disbursement) rather than outcomes, impacts, or constraints. According to these types 
of indicators, most programs demonstrate very high levels of success (especially by year end), but 
"success" so-defined is without much content that is useful for planning or delivering a more 
efficient or effective program. Asa result, M&E systems do not support policy inputs and program 
reform. 
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The historical Figure 32. Indonesia's Monitoring and Evaluation Landscape 
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Complaints and grievances reporting also exist but generally are not effective. As with socialization and M&E 
activities, every Cluster 1 SA program manual contains an explicit provision for a complaints and grievances reporting 
system. However, because of a lack of socialization to the agency or group responsible for providing this support operation 
and a lack of follow-up or monitoring of outcomes, there is very little incentive to effectively implement the complaints 
and grievances system as designed. Beneficiaries are most often not aware of how or where to submit appeals and 
grievances. Those who do are usually disappointed. An observer of the BLT program put it succinctly: 


“The poor members of the community had given up and were resigned to the fact that no matter how long they 
struggled with...BLT, they never succeeded. In their opinions, complaints or any form of protest...had no impact 
whatsoever, because things were not decided by the village-level officials.” 


As for the monitoring and evaluation reporting, the complaints and grievances that are reviewed are not consolidated and 
they do not become the basis of remedial action. 


Budget Execution 


Budget execution has improved for most programs, with the exception of Jamkesmas. While many programs (like 
BSM-Kemenag and PKH) exhibited low budget execution rates in their early years of operation, most disbursed close to 
100 percent of their originally allocated budgets in 2009 (Figure 33 and 34). Jamkesmas is a notable exception: in its first 
two years, the program disbursed more than 100 percent of its original budget allocation due to a relatively relaxed “open 
membership” policy that encouraged utilization (access was granted even to those who could not display Jamkesmas 
cards). Budget execution subsequently deteriorated and only reached 71 percent in 2009, reflecting a number of factors, 
including: a tightening of controls over membership, underutilization of services, and growing confusion caused by the 
proliferation of competing local schemes and their association regulations. Jamkesmas 2010 disbursement improved 

over 2009, but this was due primarily to reduced planned budget allocations; in other words, Jamkemas 2010 realized 
spending was relative to a noticeably lower planned level of expenditure. 
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Budget Figure 33. Budget Execution Rates Figure 34. Budget Execution Rate in 
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However, during a given year disbursements remain slow and skewed towards the second half, largely 
reflecting long beneficiary identification processes. Some programs (PKH, Jamkesmas) exhibit a relatively smooth 
budget disbursement profile (Figure 35). PKH is supported by a relatively strong MIS and uses advance disbursement 

of funds to PT Pos (followed by reconciliation). Most other programs — especially BSM and Raskin — exhibit very low 
disbursement rates prior to around June (Figure 36). Such delays are often the result of long beneficiary identification and 
verification processes which for many programs (especially BSM, but also JSPACA and JSLU) run until around May or June 
of each year. As a result, implementing ministries rarely send payment authorization letters to Kemenkeu before May or 
June meaning disbursement of funds to intermediaries (including PT Pos) typically begins in June or July. 


A few Figure 35. Budget Disbursement Profiles: Figure 36. Budget Disbursement Profiles: 
programs PKH, Jamkesmas, and PKSA, 2009 BSM, Raskin, and JSLU, 2009 
exhibit 

relatively 

smooth 

budget 

disbursement 

profiles, but a 

similar number 

show lumpy 

disbursement 

that is 

bunched 


towards the 0 AUC E A ee 0 - Ра 
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calendar уеаг. Jamkesmas xx Vulnerable elderly Raskin 
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Vulnerable children PKH BSM (Kemdikbud) BSM (Kemenag) 


Sources and Notes: Kemenkeu and World Bank staff calculation. 
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Additional public financial management issues include a lack of performance-based budgeting and bottom-up 
funds monitoring. Mirroring the issues in M&E discussed above, budget audit documents focus on budget execution 
rather than outcomes, indicating a lack of capacity to support performance-based budgeting. Leakage of funds is not yet 
a major issue in most programs — Raskin may be an exception — but benefit deductions and other fees are common during 
implementation and there are no efforts at rights and awareness campaigns that could encourage bottom-up funds 
monitoring. 


Local Implementation Arrangements 


Sustainability and minimum standards are threatened by local-level politics and implementation revisions. 
Local governments, agencies, service providers, and broader communities are asked to support various stages of SA 
implementation. Targeting, beneficiary verification, socialization, funds channeling, facilitation, monitoring and evaluation, 
and the complaints and appeals processes are all areas where local actors may be involved. Weak socialization and 
inconsistent follow-up, however, allows local actors to revise implementation procedures when they determine it is 
necessary. Minimum service standards are therefore difficult to enforce, and both implementation procedures and 
program outcomes vary widely from region to region. Also, there is a proliferation of local-level substitutes or alternatives 
to Jamkesmas (the national health-fee waiver program) and as a result Jamkesmas allocations go unused. Brazil’s Bolsa 
Familia program, the principal social transfer covering 25 percent of the Brazilian population, has dealt with some of these 
issues and provides potential solutions (Table 16). 


Effective coordination between the central government and local-level implementers can be improved through 
regulatory rationalization. Clarity of roles is a prerequisite of good governance and effective service delivery when 
program tasks and subprocesses are partially delegated to local-level implementers. However in poverty reduction and 
SA provision at least, many of the current arrangements governing service provision are unclear on what providers are to 
deliver and how much they are to receive for doing so. The financing and provision of services is based on bureaucratic 
instructions which provide relatively little autonomy to providers or beneficiaries and may not be commensurate with 

the true cost of services provided. For example, a typical Puskesmas (local health center) has as many as eight sources 

of cash income and 34 operational budgets (of which Jamkesmas is one), many of which are provided in kind by central 
and local governments (World Bank, 2005). Not only does this mean that Puskesmas do not have the autonomy to fully 
optimize service delivery based on the populations served and their demands, but, as detailed in field research, these 
overlapping budgets, regulations, and spheres of control make it difficult for Jamkesmas health care providers to fully use 
all Jamkesmas monies. The continued lack of clarity in roles and responsibilities is a serious constraint to improved service 
delivery and is resulting in ineffective spending arrangements. 


There are some 
tried-and-true 
solutions for 
managing 


Table 16. Decentralization and Social Assistance Integrity: the Brazilian example 


155џе Solution from Brazil's "Bolsa Familia" 


the diverse 
incentives and 
lack of control 
in a social 
assistance 
regime that is 
financed by 
the center and 
implemented 
locally. 


Local-level 
implementation of 
national programs 


Local-level 
management, 
administrative and 
implementation 
capacities vary 


Potential duplication 
with sub-national 
initiatives 


Promoting sharing 
of experiences and 
innovations across 
regions 


Require joint management agreements that establish minimum service standards before 
receiving subsidies to cover the program's administrative costs. 
Ensure that monitoring, evaluation, and audit activities are included at the local level. 


Develop an index quantifying management capacity (based on a few easy to verify 
indicators) and use it to measure progress. 

Provide performance-based financial incentives for administration based on management 
index scores. 

Target training, capacity building, and other remedies to localities with low scores. 


Provide for integration of sub-national programs with national programs via joint 
cooperation agreements. 


Host and fund an innovations award that promotes the program as well as regional 
sharing. 
Publish case studies of innovations in program management and share with all regions. 


Source: adapted from Lindert et al. 2007 
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Governance 


Quality and effectiveness of Cluster 1 initiatives would be enhanced, and households made better off, if 
governance issues could be systematically addressed. These issues include (1) agency capacity and the introduction 
and institutionalization of technologies and processes that can ensure and track minimum standards for service delivery 
as well as remedy shortcomings (when they occur) at any level or point in the delivery process; (2) the institutional 
arrangements that best support the delivery of all available SA services to all eligible households; and (3) divisions and 
overlaps between centrally-funded and locally-implemented SA services and between nationally-developed and locally- 
developed initiatives. Box 5 below describes in greater detail what governance is and why Indonesia is struggling with 
these issues. 


Governance will improve as the subprocesses mentioned above - M&E, budget execution, and local 
implementation arrangements - improve. For example, in Cluster 1 SA programs today, the rules, roles, and controls 
governing all implementation steps are incomplete and lack important details. Concerted efforts in M&E reform combined 
with consistent clarification of regulations and the division of roles between local- and higher-level actors will produce 
better governance in all these steps. Similarly, today responsibilities for SA are spread across many government agencies 
(and both local and national levels), with little coordination, minimum standards, or overall accountability across these 
ministries and agencies. The formulation of common M&E standards and practices, common socialization procedures and 
benchmarks, or common targeting procedures (for example) will begin to reduce the variability in the quality of services 
provided and increase pressure on agencies to institute governance systems that permit delivered services to achieve 
common benchmarks. 


International experience suggests that better governance and decentralization initiatives can not be treated 
separately.^ In Latin America, for example, decentralized authority for determining eligibility for SA transfers was 
gradually replaced by centrally-designed, rule-based procedures in order to reduce the influence of politicians and the 
political cycle on the allocation and delivery of benefits. The Eastern European countries that decentralized financing 

for SA programs found that this resulted in greater inequality in the distribution of benefits and outcomes, as poorer 
areas were less able to generate revenues and less frequently had the capacity to deliver a locally-appropriate benefit 
package. Finally, Indian experience shows that when SA budgets are included in general budgets (provided to regions for 
implementation of government functions), such allocations are treated fungibly and diverted to uses other than SA. 








44 This paragraph is based on "Social Assistance Program and Public Expenditure Review 8: History and Evolution of Social Assistance in Indonesia", 
particularly Box 4 and the references therein, in Volume 2 of this report. 
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Box 5. 
Governance 

in Indonesia's 
Social Assistance 
Programs 


For services provided by public entities, governance is best described as the set of incentives and 
accountability relationships that govern the way in which service providers are held accountable 

for their behaviors and their ability to deliver services with quality and efficiency. More simply, 
governance is: the "rules" that are developed to safeguard the provision of services, the "roles" 
and responsibilities delegated to all people tasked with providing services, and the "controls" 

and accountability measures that describe the manner in which rules and roles will be enforced. 
There is growing evidence that these rules, roles, and controls can either foster or detract from 

the efficient and effective delivery of quality services. Effective governance arrangements that 
encourage thoughtful involvement at every stage can enhance outcomes under even the most basic 
of programs. 


Governance issues are not unique to SA programs and solutions can often be found in holistic 
public sector reform, for example through performance-based budgeting combined with civil service 
capacity enhancement. At the same time, social safety nets may present greater governance risk 
due to their inherent design features (which often incorporate difficult-to-verify eligibility), the 
sharing of implementation across government levels and agencies (making responsibility diffuse 

and weakening accountability), and the fact that beneficiaries do not participate in a market for 

SA services, are largely unable to "vote with their feet", and as a group have a very limited political 
voice with which they could provide "bottom up" accountability. 


Safeguards, Incentives, and Capacity 

This report (as well as each background chapter) has a section on implementation, where minimum 
service standards and the quality of GOI provision of SA services is discussed and rated. As is seen 
there, for all implementation steps — from targeting, verification, and socialization through to 
payment processing and benefit delivery and later to monitoring and evaluation — each program's 
implementation manual usually contains at least an outline of what the implementation step is 
and the necessary processes associated with that step. However, the "rules, roles, and controls" 
governing these steps are incomplete and often leave out important details concerning who, what, 
when, where, and how often. Furthermore, there are no sanctions for ineffective or discretionary 
implementation nor are there positive financial incentives or competitions rewarding effective 
implementation. In other words, even though most implementation processes are explicitly covered 
by a manual chapter, there are no positive or negative incentives — in other words, no controls — 
that would encourage actors with implementation roles to follow the rules laid out in the manual. 
This leads to confusion on the part of both service providers and beneficiaries; a proliferation of 
implementation practices and results; a lack of enforceable minimum service standards; and a lack 
of effective oversight and remediation of all failures in achieving minimum service standards. The 
report "Strengthening the governance dimension of Social Safety Nets in ASEAN" (Giannozzi & 
Khan, 2011) has more details on the ambiguous and non-transparent "rules of the game", low 
implementation capacity, and inadequate monitoring and evaluation in the Jamkesmas health 
service fee waiver program. 


The relatively recent development of the social safety net sector in Indonesia partially excuses these 
weak governance arrangements. New programs (and especially those set up during emergencies) 
are often run with only rudimentary capacity for processing eligibility and payments and minimal 
monitoring and auditing systems while mature programs have more sophisticated versions of all 
these implementation steps as well as outreach, recertification procedures, grievance and appeals, 
and more sophisticated incentives for performance. For Indonesia to achieve a higher level of 
effectiveness and service quality, administrative capacity, implementation processes, oversight, and 
strategies for remediation will all need to be addressed through concrete planning for governance 
arrangements. 





Box 5: continued 
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Institutional Arrangements 

The report also discusses the institutional arrangements for SA in Indonesia. As mentioned, 
responsibilities for SA are spread across many government agencies (and both local and national 
levels) — for example Bulog delivers Raskin, Kemenkes delivers Jamkesmas, Kemdikbud and 
Kemenag deliver BSM, and Kemensos delivers PKH. This is similar to most emerging SA systems in 
the region, where the development of initiatives has often been reactive (to crisis) and implemented 
in an ad hoc, fragmented manner. In Indonesia there has not yet been any attempt at coordination 
across these ministries and agencies, resulting in the duplication of many implementation steps 

as well as a diffusion of responsibilities and a corresponding diffusion of authority. This diffusion 
hinders overall accountability for SA provision as each program is held only to the standards it has 
itself developed rather than an overarching standard of service delivery. It also means that for 
households there is no general, low cost introduction to the people and procedures they will need 
to learn to navigate in order to make effective use of all the SA products available to them. 


Decentralization 

In Indonesia, SA services, like most public services, are developed and funded by the national 
government and implemented by local-level governments, agencies, or facilities. The report shows 
that the central government finances nearly all SA activity but that local governments and agencies 
are responsible for nearly all implementation processes (though the conditional cash transfer, PKH, is 
a partial exception). Indonesia's ongoing decentralization program means these arrangements will 
likely not be rolled back; and as many theories demonstrate, central-level financing and local-level 
implementation may be the most efficient arrangement for SA to provide locally useful benefits 

to the neediest households with effective national-level risk-pooling and national redistribution of 
resources. 


Currently missing in Indonesia, however, is a formal central-level policy recognizing the advantages 
in decentralized implementation while explicitly providing safeguards against the disadvantages of 
the inequality built into decentralized implementation. There is no initiative or policy reform with 
common implementation benchmarks or common delivery standards for each locality as well as 
specific steps for monitoring these standards and providing remedial steps to improve delivery in 
every locality not meeting standards. In other words, the disadvantage inherent in decentralization 
— that much as each different Indonesian agency delivering SA has different implementation 
methods, so too does each locality have a different ability to implement SA — has not been explicitly 
recognized. This implicit tolerance of inequality in implementation is leading to unnecessarily 
negative outcomes for some poor and deserving households even when program design is sound. 
It also directly prevents the elaboration of minimum service standards and limits any "voice" that 
beneficiaries or advocates might develop if there were such minimum service standards. 


In Indonesia, decentralization arrangements have also encouraged sub-national governments 

to develop (and in some cases fund) their own SA initiatives. In the long-run this kind of 
experimentation can be beneficial as local governments adapt to the needs of local citizens. 
However, the national government has not developed protocols that would allow such SA initiatives 
to serve as complements to or substitutes for the services funded by the national government. 
Again, this may lead to duplication of benefits as well as difficulty in enforcing minimum service 
standards. 
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Does Indonesia have the right 
programs and system in place? 





SA programs and systems are "right" insofar as they allow implementers and beneficiaries to achieve the 
objectives programs were developed for. This section takes as given the policy objectives that SA stakeholders in the 
Indonesian government have elaborated and have committed to pursuing and evaluates the programs that are in place 
on the basis of whether those goals are being met. Previous sections have examined specific parts, pieces, and actors 
involved in the production of Cluster 1 SA transfers. Here a holistic view is adopted and discussion centers on whether 
agencies and households have been provided a tool which, despite possible flaws and as a result of its good features, 
keeps individuals and households from falling into poverty, pulls households and individuals out of poverty, or encourages 
households and individuals to acquire the goods and services that enhance productivity and enhance both present and 
future opportunities (Table 18). 





Three of the Cluster 1 SA programs - PKH, BLT, and Jamkesmas - have been the subject of impact evaluation 
studies.” The conditional (PKH) and unconditional (BLT) cash transfers have produced positive outcomes for poor 
households while Jamkesmas's outcomes are positive overall but not particularly positive for the poorer segments of 
the population (Table 17). The remaining Cluster 1 programs have not benefitted from impact evaluation, but related 
evidence indicates that impacts are likely to be small. 


45 Impact evaluations attempt to answer the following question: are households that receive benefits changing their behaviors or experiencing benefits that 
they would not otherwise have? As an answer, impact evaluations typically measure a broad range of household behaviors in beneficiary households and 
compare them with the same behaviors and outcomes in similar households who did not receive benefits. In-depth discussion and technical details of 
each of the PKH, BLT, and Jamkesmas impact evaluations are included in the accompanying background papers covering each respective program, all of 
which are collected in Volume 2 of this report. 
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Jamkesmas 


PKH 





Consumption Health Education Child Employment 


Yes (small) 


n/a 


Yes (large) 


Labor 
Yes Yes (small) Yes Yes 
(small) 
Yes, but larger n/a n/a n/a 
for non-poor 
Yes (large) For enrolled No n/a 


only 
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PKH was successful in improving the welfare of extremely poor households and increasing usage of health 
services. Although confined to a small set of demographically-eligible very poor households, the PKH pilot program has 
produced positive impacts. Monthly household consumption increased by 10 percent (over and above initial levels); the 
largest shares of this increase went to food, especially high-protein foods, and health care. PKH also produced a positive 
impact on helping extremely poor households to increase primary healthcare utilization like pre- and post-natal visits and 
child weighings. PKH's presence even produced more pre-natal visits and child weighings in non-beneficiary households 
living in PKH areas. PKH did not have an effect on drawing more children into school (enrollment rates), encouraging 
them to stay (dropout rates), or encouraging them to continue (transition rates) due to poor timing, relatively small 
benefits, and lack of outreach to school-leavers.^* That is, benefit delivery was not timed to coincide with school fee due 
dates; the education component of the PKH benefit package is lower than the true cost of education; and facilitators were 
not actively bringing drop-outs back into the system. 


BLT, which was unconditionally disbursed, allowed households to choose positively, but its effects were more 
modest. Households reported spending BLT benefits (Rp 300,000 every 3 months) immediately on basic necessities 

like food, clothes, and transport. Even so, impact evaluation reveals that income support during an acute consumption 
crisis did allow households to make more productive choices than otherwise. Beneficiary households had children who 
participated in school more frequently and in wage work less frequently. Heads of household found work more frequently 
with BLT, and households in general visited health facilities more often with BLT than without. 





46 Primary and junior secondary school students already in school did spend more hours there as a result of PKH. 


84 





Does Indonesia have the right programs and system in place? W 


5955920104 шелбола 
шум рие злоје реј 10] 
сарелбап Лузедез радом 


UOISIA2I 
pasu sJjauag uone»np3 
"расеалои! |је 5101лецәд 
Áuyjeeu pue uondunsuo» 
Кујепбе – 53А 


ajdoad зуби 99) 

ри о} рәрәәи бипәбле} 
О} $ШО0!151ЛӘ1 $6ПОПӘ$ 
'anypajyaul wei601d e»eui 
Juswasingsip Mo|s pue 
'uone1ueujbeJ; 'ubisep 
шелбоа :гјејашоз и рие 


ешѕ әбежеа }уәчәя 


51502 55Ә22Р 
ѕѕәлрре рие цэевәдпо 
'UOILEZIJEIDOS aAn291l9 

apnpul oJ Jadulbua-ay 





1500 ssaj Jep 10 ӘЈОШ 
Je) Janijap sweJ60id јео 


Sjjaueq леблеј елтбал ||ил 
59205 леблеј jng — SIA 


uoisn[»uoo jJe19A0 


UMOUYUA 


(eam 
speduil 
uone»npe) 
SJA leed 


UMOUYUN 


Jood-uou 
1ој лоблеј 


1nq 'S3A 


you Ajax] UMOUYUN 


рел 


“3509 


ёүеләло 1уб!у 


SAA IPIHEd 


SJA [emed 


Дә, 
-шеја 
зуб 


alajdwodul 
obe»xped 
1уәчәя 


ON 


КҮЛ umou un) 


мој 
иоцеәпрә јој 
J9^9| 3jeuag 


мој 
|әлә| 1цәиәд 
8 ajajdwodul 
әбеуоға 
1уәчәя 


ajajdwodul 
әбеуоға 


SIA SAA IPIHEd 1jeueg 


SJA 
emed 


SIA IPIHEd 





HPIS YUEg POM еә өм 


aji Jo Ajeno 


1uauuseAul 
/uonezinn 
92IAJ8S uy|eeu 
у uone»npe 
“әшооШ мол 


uone»npe Mmo] 


sypous uyeaH 


Kunoyyip 
vondwnsuo) 


Aynoyjip 
uonduunsuo» 
andy 


ebuipuads 
10 |әлә1 
ү 


релелоз JSIY 


Vod ` 
МОМЧ$5! ` 
NASI 





SeUuse»uer ` 


шуен ` 


UeJ50Jd 


УЗИ)! 
uonenjeA3 
шелбола 
ә2ие}5155үу 
Jenos 
INE 





85 





86 


Protecting Poor and Vulnerable Households in Indonesia 


Jamkesmas has increased utilization of health services, but the effects are larger for non-poor households who 
received Jamkesmas cards contrary to program rules and for those with prior exposure to the healthcare system. For most 
types of the health service categories — private or public, primary care or secondary (hospital) care — households in the 
richest quintile saw their utilization rates increase at much higher rates than households in the poorer quintiles. The only 
exception was at Puskesmas, which richer households do not visit frequently. Increased utilization for non-poor households 
indicates the Jamkesmas benefit package is valuable, so implementers should focus on why poor households are not 
taking advantage. Beneficiaries mention access costs — transport, lost wages, childcare, companion or chaperone food 

and lodging — and a lack of knowledge about their rights and the benefit package offered as impediments to Jamkesmas 
use. In addition, there are local-level "Jamkesmas-like" services that households often prefer using. Jamkesmas is not yet 
effective at mitigating the significant risks to well-being from high health care costs that poor households face and will not 
be until the above issues are addressed. 


BSM and Raskin are not likely to have large effects because of design and implementation weaknesses. 
Actually-delivered Raskin benefits, at 2-3 percent of poverty line expenditure," are too small to affect household well- 
being. BSM benefits are also not large enough to meet the total costs of attending school. In addition, BSM is split into 
independent initiatives across sub-directorates in charge of various schooling levels, so the BSM program for elementary 
education is run independently from the BSM program for junior secondary education. Each BSM initiative requires verified 
attendance (and a letter from the school principal) but gives scholarships only to those in their school level. For this reason, 
students in sixth grade are no longer eligible for BSM-basic scholarships because once their attendance has been verified, 
they will no longer be sitting in basic education. Likewise, students entering seventh grade (the first year of junior primary) 
will have to wait until their attendance is verified and will not receive a scholarship until some time after they have already 
enrolled in and attended seventh grade. In other words, precisely when enrollment is at risk for poor households BSM 
program benefits are not available. This design flaw is then exacerbated by late payment issues and together they mean 
that students receive BSM scholarships over one year after they first enroll. 


Efficiency and Cost-effectiveness 


BLT and PKH balance effectiveness with efficiency and therefore offer good value for money. These programs 
spend 5 and 16 percent respectively (per Rupiah of benefits delivered to households) on administration to deliver proven 
outcomes (Figure 37). In contrast, BSM delivers cash benefits with minimal overhead but cannot be considered effective: 
it spends just one percent (per Rupiah delivered to students) on administration and is unlikely to have an impact on 
outcomes given its design and implementation issues. From national budgets, Raskin is allocated 35 percent (per Rupiah 
of rice delivered) for administration and operation? but the program produces the smallest-valued transfer to intended 
beneficiaries and nearly all administrative expenditures are spent on logistics and management of physical stocks, rather 
than on the safeguarding and support operations that are crucial for effective service to beneficiaries. It is unlikely to 
significantly help protect households and is unlikely, in its current form, to be a cost-effective program. 





47 Additional comparisons: average Raskin purchases represent 6 to 10 percent of a household's total rice needs; total Raskin purchases by all households 
are approximately one-fifth the size of total rice purchases by poor and near-poor households; total Raskin purchases by poor and near-poor 
households are approximately one-tenth the size of total rice purchases by poor and near-poor households; total Raskin purchases by all households are 
approximately one-twentieth the size of total rice purchases by all households (source: Susenas and World Bank staff calculations). 


48 Total amounts spent on administration and operation may be higher — see Sections 2 and 5 above. 
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Ratios of non-benefit Figure 37. Social Assistance Non-benefit Costs 
to benefit spending (or 
efficiency) vary widely 
across SA programs, 
and while overall 
benefit spending is 
pro-poor, about 40 
percent of benefits 
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of the consumption 
distribution. 
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Figure 38. Share of Total Social Assistance Benefits by consumption decile 


25% 


20% 


15% 


1096 


Percent of total benefits 


5% 


096 
4 5 6 7А 


Consumption deciles 


Big4 BLT Raskin  Jamkesmas “BSM 


Source: Kemenkeu, Susenas February 2010 and World Bank Staff calculations. 





Overall spending is ‘pro poor’ but a sizable share of spending goes to the top half of households, reflecting 
the issues with targeting and implementation (Figure 38). Benefit incidence analysis indicates that the majority of 
Cluster 1 SA spending benefits poor and vulnerable households. Around 60 percent of the total benefits from the four 
largest programs went to poor or vulnerable households (roughly equivalent to the bottom four deciles) in 2010. However, 
the remaining 40 percent of benefits went to households in the top six deciles. BLT’s higher coverage of the bottom 10 
percent of households is notable, as is BSM's higher coverage of the top 30, 20 and 10 percent of households. 
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Coordination Within and Across Programs 


Responsibility for the eight major Cluster 1 programs is spread across six key agencies and as yet no single 
agency can thoroughly coordinate SA efforts. Kemensos is responsible for the largest number of programs, but 

the three largest permanent programs (Raskin, Jamkesmas and BSM) are mainly the responsibility of sectoral agencies 
(Kemenkokesra with Bulog, Kemdikbud with Kemenag, and Kemenkes respectively). Outside of the major programs, the 
remaining central government SA expenditures are distributed across 12 Ministries, 22 programs and 87 activities. There 
is also fragmentation within some programs and agencies. For example, BSM is actually made up of 10 initiatives, spread 
across multiple activity clusters in both Kemdikbud and Kemenag, with little coordination or interconnection between 
them. Within Kemensos, there is little coordination or interconnection between PKH, JSLU, JSPACA, and PKSA programs, 
though they are similar in design and rely on similar procedures, delivery mechanisms, and skilled personnel. Instead, they 
are run independently out of four independent activity clusters within two Directorates General. 


Moreover, numerous other agencies are involved in implementation and support roles. Service providers such as 
schools, hospitals, health centers, and local governments play a significant role in the implementation of Jamkesmas and 
BSM. BPS plays a critical role in targeting and PT Pos in distribution of cash benefits. Local governments also play a role in 
socialization and M&E and in delivery of Raskin rice to households. 


In practice such fragmentation has created the parallel duplication of many common processes. It has also 
inadvertently prevented households from being inducted into the entire array of initiatives available and prevents 
implementing agencies from realizing economies of scale or scope in their operations. Boxes 3, 4, and 5 above all 
demonstrate lack of coordination in different areas and between different levels of government or agencies providing the 
same service. 


These issues are mirrored in budget formulation for the sector, which remains fragmented and unintegrated. 
Budgets are fragmented across and within agencies and overall budget formulation for the sector is not supported by 
existing budget classifications. In addition, budget audit documents focus on budget execution rather than outcomes and 
do not support performance-based budgeting. 


Finally, the system contains many gaps in coverage and risks. There is currently no program that anticipates risks 
from, and prevents negative coping behaviors during, household-idiosyncratic risks such as temporary unemployment. 
Indonesia also does not have an automatic safety net that kicks in to protect households in response to global, macro, 
regional or micro shocks. Though BLT turned out to be effective and provided a modest protective transfer, it has only 
been used on an ad hoc basis and has not been institutionalized for political reasons. Large numbers of those from 
especially vulnerable groups such as destitute elderly and disabled remain unprotected. Promotion on a large scale is 
also underprovided: PKH has been moderately successful in promoting human capital investment but is confined to a 
small subset of very poor households. BSM serves a larger proportion of the population with a valuable protection-and- 
promotion benefit, but is struggling to be effective. Early childhood interventions in education, nutrition, and vaccination 
are not yet national in coverage. 
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Recommendations for 
achieving a social safety net 
in Indonesia 





Although Indonesia has made progress in launching SA programs, much work remains to be done to develop 
a true social safety net. The current range of SA programs does not go far enough to protect the 40 percent of the 
population with the highest risk of falling into poverty. The first step on the way to a dynamic and responsive social 
safety net should be reform within currently available programs. This will ensure that the emerging social safety net has 
thoughtfully-engineered and effective components. 





The recommendations for within-program reform are based on much more detailed information available in 
the program reports in Volume 2 of this report. As mentioned previously, all eight Cluster 1 SA programs discussed 
here are the subject of a program- and agency-level review (of implementation, impacts, and public expenditure); those 
reviews plus two additional chapters concerning the history and evolution of SA in Indonesia and a public expenditure 
summary are collected in Volume 2. The recommendations for program reform that follow immediately below summarize 
the findings in and conclusions from those reviews. 


Scale up PKH while revising benefit levels to continue delivering better health and education outcomes 

for poor households. Make PKH a national program by expanding coverage to all extremely poor households. Make 
sure that students from PKH households are also covered by the BSM program (see below); automatic coverage with 
additional education instruments will encourage enrollment and transition from basic to junior secondary and junior to 
senior secondary level. If automatic links to BSM are not feasible, PKH benefit levels for education should be increased to 
ensure they are appropriate for education costs and PKH should consider providing its own transition bonus for students 
entering junior secondary school. PKH has one of the only comprehensive MIS systems in Indonesia; operators and the 
PKH administration should continue to refine the processes by which MIS-generated information is incorporated into a 
continuous reform and improvement cycle. PKH administrators should also begin socializing their MIS system to other 
agencies providing or operating SA programs, including concrete examples of how the low-cost MIS system has led to 
program improvements. 








Re-engineer BSM to remedy its current ineffectiveness and then expand availability to all poor and vulnerable 
households. BSM levels should be recalculated (and indexed to inflation) so they deliver benefits commensurate with 

the real education expenditures that poor households must make. Program administrators should consider the benefits 

of an actual tuition-and-fees scholarship with a transportation voucher instead of a cash transfer. In addition, in order to 
pull students across transition periods (currently the period during which most drop-outs occur), the BSM program should 
consider offering a merit-based award to all BSM recipients who do graduate and enroll in the next level of education, and 
publicizing the award during the final year of the previous grade. The administration of the BSM program in Kemdikbud 
must be re-designed so that the BSM can follow students across schooling levels (from basic to junior secondary, junior 

to senior secondary, and senior secondary to university). Kemdikbud and Kemenag should consider consolidating the 10 
independent BSM initiatives across (and within) agencies and across school levels so that the program can follow a student 
along his/her educational career and establish a single coordination unit to implement the unified program. BSM should 
not have to rely on school officials to perform targeting and allocation functions; the upcoming PPLS11 survey of poor 
households and the unified registry of SA recipients can instead be utilized to determine initial allocations and beneficiaries 
for the BSM program. The BSM program should explicitly budget for increased facilitation and outreach, an application 
procedure, and other recruitment that will help motivate possible school-leavers. In general, the amount of money spent 
on safeguarding and operations is too low in BSM to achieve effective monitoring so more resources should be allocated 
to support operations while a continuous monitoring, evaluation, and reform plan is put in place. 





PKSA, JSPACA and JSLU have the potential to reach vulnerable groups with generous benefits and effective 
facilitation, but three main shortcomings need to be addressed immediately. Regarding (1) benefit design, the 
cash transfers portions of the JSLU, JSPACA, and PKSA programs are relatively generous by Indonesian standards, but the 
facilitated services may be equally valuable for beneficiaries in terms of overall health, mental and social well-being, and 
inclusion. However, a standard facilitation package has not been developed and there are no guarantees that facilitators 
will have the training or experience necessary to identify and provide remedies for the most relevant physical, mental, 
and social difficulties that beneficiaries face. JSLU and JSPACA should follow the PKSA lead in setting higher salaries for 
facilitators and beginning a recruitment process that will result in a facilitator corps with upgraded skills and capabilities 
while the facilitator corps should be given every opportunity to upgrade the services that they themselves provide, for 
example with cross-region forums for facilitators where experts and others can give advice and answer practical concerns. 
Regarding (2) intervention design and capacity constraints, the cash transfers as designed have no triage system to deliver 
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the worst-off beneficiaries to agencies and care institutions that can provide specialized assistance when needed: any 
beneficiaries identified are given the same basic benefit package regardless of special circumstances. This is less effective 
for those who would benefit from a front-line emergency response and leads to increased burdens on Yanrehsos staff 
and local affiliates, who may not be equipped as front-line emergency providers. Finally, all of (3) socialization, targeting 
and prioritization, service delivery, monitoring and evaluation, and complaints and grievances (i.e., support operations) 
are not effectively and consistently provided. The large amounts of time and staff resources that JSLU and JSPACA in 
particular spend verifying eligible beneficiaries could be reduced if all programs rely on the upcoming registry of poor 
households (PPLS11) for identifying their potential beneficiary pools and for determining quotas to regions. The Yanrehsos 
cash transfers should economize on already scarce resources by pooling socialization, and monitoring and evaluation 
activities and by exploring the option of introducing its facilitator corps to the PKH MIS systems and monitoring and 
evaluation apparatus. As progress is made on safeguarding, implementation, process-engineering, and facilitation quality 
upgrading, PKSA, JSPACA, and JSLU should begin working on increasing meager coverage to reach all eligible poor 
Indonesians. 


Jamkesmas struggles to increase utilization among needy beneficiaries who are either unaware of the 
program or cannot afford the costs of access, thus making revisions to targeting, outreach, and facilitation 
essential. Benefit package revisions for program sustainability are also necessary. At least three revisions to 

the overall benefit package are necessary for effectiveness and sustainability. The first revision should be to the mix of 
free services and facilitation: many cardholders are unaware of the benefits of preventative care and also the extent of 
Jamkesmas benefits, so provide better socialization, facilitation and outreach in order to increase utilization (and provide 
a low-cost introduction to modern medical services) among the poor and near-poor households who need it most. The 
second revision should be to the mix of free services and benefits for other access costs: cardholders indicate that the 
costs of health facility access (lodging, transportation, lost wages, and others) are a significant impediment to using 
Jamkesmas, so a Jamkesmas cardholder should be provided with ways to reduce those costs. The PNPM community 
development program (including PNPM-Generasi) can spearhead initiatives to collectively subsidize necessary services like 
public transport and childcare. The third revision should be to the medical benefit package itself, which is currently more 
generous than most other schemes available in Indonesia and internationally. This generosity encourages Jamkesmas 
capture by the non-vulnerable and contributes to overcrowding (and potentially worse service quality) in public and 
private health facilities. At the same time, actuarial studies have shown that full utilization of Jamkesmas's currently 
unlimited services by all eligible beneficiaries would lead to unsustainable cost increases that would require significantly 
more resources than currently allocated. The most conservative estimates of the costs of delivering an unconstrained 
Jamkesmas benefit package put monthly “premiums” at around Rp 12,000 per beneficiary per month, or double 

the current allocation of Rp 6,250, which implies a doubling (at least) of current budget allocations for the program. 
Jamkesmas's potentially unaffordable benefit levels should be "reverse engineered" based on desired coverage of both 
access and utilization costs, actuarial projections based on real cost data and different supply constraint scenarios, and 
proposed rationalization with regional and local health insurance schemes. The Jamkesmas program has very little budget 
for safeguarding, monitoring and evaluation, and a continuous program reform cycle. Allocate more resources to support 
operations and safeguarding, including for better socialization, facilitation and outreach. Finally, because shocks from 
health events are one of the most frequent threats to household well-being and as Indonesia has struggled to keep pace 
with the rest of the region in maternal and child mortality and malnutrition, the revised and re-engineered Jamkesmas 
program should be extended to the bottom 40 percent of the Indonesian population through the PPLS11 registry of poor 
households. Revisions to the overall benefit package would help offset the cost of expansion. 


Raskin delivers very little and needs to be re-engineered or rationalized. Raskin has the highest non-benefit costs 
(as a share of benefit costs or total costs) and spends the most (of all the SA programs) to deliver a benefit package with 
a value not too much higher than the amount households spend to acquire it. If Raskin will continue using public funds 
to provide SA benefits, thorough reorganization is necessary. First, a business process study should indicate where, why, 
and how so much Raskin is rice is lost in between initial procurement by Bulog and the local-level distribution points and 
suggest safeguards to prevent future losses as well as appropriate technologies for real-time tracking of rice amounts. 
The same study should determine where and why Bulog spends so much money to achieve delivery of Raskin rice to 
distribution points and both technologies and processes to economize on those costs. Finally, the allocation of rice from 
the distribution points to households is not controlled, monitored, or even observed by any central government agency. 
This is precisely the point where Raskin rice gets shared more widely than its intended target, and part of the reason 

why eventual Raskin benefit packages are so diluted. If the Raskin program continues to provide income support and 
food security to poor households, rice purchases will have to be monitored and controlled more tightly. Once a real-time 
monitoring system is in place and functional, a system of financial incentives and penalties should be developed. Consider 
a three year period over which improvements are made, with specific pre-determined targets for progress, after which an 
independent evaluation is carried out. If sufficient improvement is not evident, the program should no longer use public 
money to provide a social safety net function. 
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Past reforms have demonstrated the usefulness of a quickly-deployed but temporary emergency income 
support. Lessons from the BLT experience should be applied in developing the next emergency benefit 
package. BLT worked to protect incomes and safeguard good behaviors partly because it was deployed rapidly and 
valuable benefit packages arrived just in time. Cash benefits also proved useful as households were able to immediately 
apply benefits to whatever expenditures were necessary and normal. When the next crisis or policy reform package hits 
Indonesia, social safety net providers should have a temporary cash-for-service initiative ready to be deployed. As for BLT, 
to economize on costs, the registry of poor households being established in 2011 should be used to target the benefits, 
and the benefits should be delivered through PT Pos directly to beneficiaries. 


Covering More Risks and More Households 


Reforming individual programs is not enough; developing a true social safety net requires ensuring that 

all poor and vulnerable are consistently and reliably protected in the face of risks. The current range of SA 
programs provides partial and non-guaranteed protection to the poor and vulnerable from some, but not all, of the risks 
faced. In other words, Indonesia will not be able to create a social safety net via reforms to existing programs alone. 
However, Indonesia benefits from a strong macroeconomic and fiscal position and an administration committed to 
poverty reduction and social protection, which makes the development of a comprehensive social safety net feasible. The 
following recommendations outline steps in the development of such an initiative: 


a. Ensure that households are protected from health risks and encourage all households to adopt and acquire healthy 
preventative behaviors and services; 
. Promote continuous education so children can find good jobs and earn their way out of poverty; 
с. Eliminate destitution; 
d. Guard against shocks that could push households into poverty; 


while Figures 39, 40, and 41 below summarize the recommendations for the development of an integrated, household- 
centered social safety net in Indonesia. 


Social safety nets should target all chronically poor households with greater assistance and be able to provide 
basic protection to the 40 percent of all households that are most at risk of becoming poor in any given 

year. The current range of SA programs do not go far enough in protecting income and promoting healthy behaviors 

in chronically poor households. PKH, for example, currently provides assistance to only a fraction of households that are 
poor year in and year out. Nor do current programs protect all households that are highly vulnerable to shocks. Some 
target the near-poor (1.2 times the poverty line), but about 70 percent of the newly poor (in 2009) came from households 
with per capita consumption below 1.5 times the poverty line, or from the bottom 40 percent of households. To cover all 
vulnerable households with some basic protection, the social safety net needs a broader reach. 
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Protecting Households from Health Risks 


A core component of a future social safety net for Indonesia is protecting households from risks to their heath. 
Illness, work accidents, and long-term debilitating health setbacks are inherently unpredictable. Treatment can be costly 
and difficult to plan for while those whose work is interrupted pay twice: once for medical care and again in foregone 
income. All poor and vulnerable households need permanent and easy-to-use programs that provide low- or no-cost 
access to health care providers. Households with more specialized needs and costs require extra support. 


Expand the coverage of Jamkesmas to all vulnerable households while formulating and delivering a fiscally 
sustainable benefit package. Jamkesmas does not yet provide adequate population coverage. The newly available 
PPLS11 census of poor and vulnerable households and the upcoming unified registry of poor and vulnerable beneficiaries 
can be used to facilitate the issuing of cards to all households living below 1.5 times the poverty line. This report notes, 
however, that there is a trade-off between adequate coverage and the depth of benefits; Jamkesmas currently provides 
nearly unlimited “on paper” benefits, which in practice are limited by supply-side constraints and underutilization. To 
ensure the fiscal sustainability of the program, redefine the benefit package to include available preventative health 

саге апа an affordable set of facilitated basic services. Jamkesmas’ political sustainability is uniquely tied to the still-to- 
be-developed universal health coverage plan (stipulated in the 2004 SJSN law); program administrators should develop 
transition and coordination plans for ensuring that all Jamkesmas beneficiaries have smooth and continuous coverage 
during the development of universal coverage. Until the universal coverage era arrives, Jamkesmas could be offered to 
non-poor and non-vulnerable groups for a contributory premium. This would enlarge the health-related risk pool; could 
provide valuable lessons regarding utilization and service mix, appropriate premiums and costs; could begin covering more 
workers from the informal sector; and will provide an indirect incentive for market provision of high-value health insurance 
products. Other programs (e.g., regional health schemes) and market-based products may add health service packages not 
covered by Jamkesmas. 


Provide PKH to all chronically poor households with greater burdens and less experience with healthcare 
providers. Lighten the health-related conditionalities in areas where health services are limited. Individuals 

in PKH households should automatically be granted Jamkesmas cards (i.e., all PKH households should automatically be 
included in the Jamkesmas beneficiary list), but they still need more. Persistently poor households require additional 
assistance as they are generally larger, less experienced with, and less aware of the benefits of modern healthcare, 
especially modern preventative care, and therefore less likely to access healthcare providers. The financial incentive and 
the facilitation in PKH can provide the extra “push” into the modern health care system that Jamkesmas does not provide. 
In areas where heath facility availability or quality is limited, PKH beneficiary households should not be expected to comply 
with the full set of health behavior conditions. In these situations, a modified PKH program can be introduced, using a 

set of lighter conditions that are achievable in supplying poor areas, while at the same time, introducing households to 
the concept of conditions that encourage investments in healthy behaviors. In areas with insufficient supply of medical 
services, PNPM programs (including PNPM-Generasi) can direct community-owned resources to address some of the 
deficiencies. In areas with sufficient supply, PNPM programs can empower communities to monitor the provision of 
services and improve quality through bottom-up accountability. 


Expand coverage of programs that cover the especially vulnerable elderly and those living with serious 
disabilities. The elderly who are bedridden, living alone with no family assistance and those who are otherwise socially 
excluded also require additional assistance beyond Jamkesmas. Not only are they less likely to access healthcare service 
providers, or be “pushed” there by family, kin, community or other social networks, but medical issues in the elderly 
population are on average more complicated and more costly to treat. Similarly, all severely disabled face both increased 
medical costs and increased costs of access to all social services including healthcare. In Indonesia, there is not yet a 
universal old-age pension or affordable old-age insurance, so most elderly face elevated healthcare costs at the same time 
that their regular income is diminished. The disabled face elevated healthcare costs both because of specialized needs and 
a lack of curative remedies. The JSLU cash transfer should be expanded to cover all elderly who fit the programs’ criteria 
for extreme vulnerability. The JSPACA cash transfer should be expanded to cover all poor and vulnerable households with a 
disabled individual while disabled individuals without social standing, a reliable family or extended kin network, or living in 
communities without low-cost or free assisted living arrangements should be given priority access to JSPACA. For JSPACA 
and JSLU, progress on safeguarding, implementation, process-engineering, and facilitation quality upgrading, will need to 
be made first before programs are ready to expand thoughtfully. 
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Promoting Continuous Education to Break the Inheritance of Poverty 


Poor and vulnerable households should have low-cost access to permanent, easy-to-use, high-quality 
programs at all levels of public education. In addition to healthy behaviors and outcomes from birth to death, 
education is a key to helping families sever the links between poverty in this generation and the next. With higher levels 
of education, youth are more likely to find good jobs and benefit from high wage premiums, and will be better placed 

to apply all acquired human capital to earning their way out of poverty and vulnerability. A social safety net should 
guarantee that children and youth from disadvantaged families can continue in school for as long as possible for as low a 
cost as possible. Interrupting education at any point in a child's life can open up gaps that persist for a lifetime. 


BSM, once consolidated and re-engineered, can provide much needed assistance to students who are most at 
risk of dropping out. The program should help all poor and vulnerable families cover all education-related expenditures 
as they occur as well as provide financial incentives to bridge transition periods (from basic to junior secondary, and from 
junior to senior secondary) when most students from poor households drop out. Benefit levels need to be adjusted 
upwards for higher levels of schooling, which are more expensive and usually require higher transportation costs, while 
benefit delivery needs to coincide with higher charges in the very first quarter of the school year. For example, scholarships 
meant to cover the first year of junior secondary education should be awarded in the last year of primary school and 

a larger portion of the total benefit should be delivered just before the student makes first-quarter payments to her 

new junior secondary school. Potentially, benefits might be set at lower levels for households with higher income levels 
who could contribute more out-of-pocket costs. University scholarships can also be provided through the program and 
advertised early in a senior-secondary student's career, but scholarships should only be awarded upon acceptance into a 
state university. In the future, additional instruments may be introduced for senior secondary or university education, such 
as low-interest education loans or work-study programs. In order to make BSM coverage more pro-poor (as well as to 
increase coverage), two reforms to allocation could pay immediate benefits. First, make sure all school-age children from 
PKH households are awarded a BSM scholarship. These students from chronically-poor households will then benefit from 
a positive cash incentive for attendance (and graduation) while the high costs of access are reduced. Secondly, the newly 
available PPLS11 census of poor and vulnerable households and the upcoming unified registry of poor and vulnerable 
beneficiaries can be used to facilitate the issuing of BSM cards to all households living below 1.5 times the poverty line. 


In areas where schools and remedial education activities are limited, PKH may need to be expanded with 
lighter and easier-to-meet conditions that are locally relevant, while facilitators and program officials 
everywhere should reorient recruitment towards real or potential school leavers. Persistently poor households 
are generally larger as well as less experienced with, and less aware of the benefits of, education. The financial incentive 
and facilitation in PKH can provide the extra "push" into education and will be more effective when costs of access are 
reliably addressed by the BSM scholarship initiative (see above). As for BSM, PKH should increase benefit levels to match 
the non-tuition fees that parents face, and the payments need to be timed during the academic calendar year so that 
parents have additional funds to cover the annual placement fee. In addition, consider a transition bonus as an incentive 
to move on to the next level of schooling. In areas where schools are still limited, however, PKH beneficiary households 
cannot be expected to comply with the full set of education behavior conditions. In these situations, a modified PKH 
program can be introduced, using a set of lighter conditions that are achievable in "supply poor" areas while, at the 
same time, introducing households to the concept of conditions that encourage investments in education. Both PNPM 
(including PNPM-Generasi) and BOS should continue to focus on easing supply-side constraints in education, especially in 
kindergarten and junior secondary schooling. 


At the same time, expand coverage of PKSA, which reaches out to youth who are at greater risk. At-risk youth 
face greater costs of access to education as a result of less familiarity with the education system, a more acute awareness 
of the opportunity costs of education, and a diminished support network (parents, elders, siblings). At the same time, 
programs like PKH and BSM that will be ready to receive vulnerable youth once they have re-gained the social and 
behavioral capacity necessary for regular instruction provided through locally-available public schools. The PKSA facilitated 
cash transfer should be revised so that it addresses both the monetary cost and the social or behavioral cost of access. 
Where professional human resources are available, the conditionalities in PKSA should be enforced while remedial and 
graduation plans should be developed. As progress is made on safeguarding, implementation, process-engineering, 

and especially facilitation quality upgrading, PKSA can begin refining its targeting and recruitment model and then a 
reasonable scale-up plan. 


There is growing evidence that a child's very earliest years are critical to lifetime mental and social 
development. Pilot a program to provide effective and affordable early childhood development and parenting 
education services for all poor and vulnerable families. Early Childhood Development (ECD) programs including 
parenting education reach children and their first teachers during the "golden years" of human development and 

prepare them for long-run success. However, few poor households in Indonesia have access to such comprehensive ECD 
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services. Most government- and privately-funded programs are available only in urban areas and tend to serve well-off 
households. In the 0 to 5 age group, approximately half of the richest households participate in ECD programs, compared 
to only 20 percent of children from the poorest households. A National Early Childhood Development Program should 

be piloted with an eye towards developing a feasible, financially sustainable, and appropriate initiative for mothers, 
fathers, and children from poor households or communities. Community-based providers can be responsible for delivering 
ECD services to poor households and families; training, facilitation, and socialization support could be provided by a 
national agency or group. Standards and initiatives for poor communities should be based on and conform to current 
Indonesia-specific ECD standards. Initiatives will also need to identify affordable and effective community-based delivery 
mechanisms with accompanying financing models. Priority regions and communities could be identified by geographic 
poverty mapping. 


Protecting Incomes and Preventing Negative Coping 


Social safety nets should ensure a minimum level of income and provide a cushion during difficult periods so 
vulnerable households will not be forced to make difficult choices. Persistently poor households have difficulty 
generating sufficient income to lift themselves out of poverty. Vulnerable households are likely to turn to negative coping 
mechanisms — sending more members to work and pulling more members out of school, switching consumption to less 
nutritious but cheaper foods, and foregoing health care — precisely when their incomes are threatened. Indonesia needs 
income support initiatives that reliably address both difficulties. 


The cash transfers to severely disadvantaged households - PKH, JSPACA, PKSA, and JSLU - should be expanded 
to national coverage. In all of these, the value of the cash transfer is significant and households spend virtually the 
entire transfer on regular necessities. PKH should be expanded to cover all persistently poor households while in areas 
that are not supply ready, only light conditionalities should be imposed; households in such areas can graduate to regular 
PKH when supply is improved. The JSPACA, PKSA, and JSLU groups will face heightened difficulty generating reliable and 
livable incomes and the programs addressing such difficulties should all be expanded to reach all poor households or poor 
and vulnerable households with beneficiaries who meet the additional program-specific criteria. 


Pilot a national workfare program so that all vulnerable households can rely on a guaranteed number of 
working days when difficult times occur. The majority of vulnerable households do not face income risk every month, 
but are likely to enter poverty if they are not appropriately protected. When unemployment, illness, bad harvest, or other 
idiosyncratic shocks interrupt regular earnings or productive activities, expenditures are also often disrupted. With a 
workfare program that vulnerable households can opt into when stipulated wages become attractive, the ever-present risk 
to income generation is partly addressed. A workfare program is also a good time and place for contact by a facilitator 
who could enroll eligible households in Jamkesmas and BSM (if applicable). Well-designed workfare programs set wages 
below the prevailing market wages so only households with no better outside opportunities apply. A coordinated and 
authorized list of projects and sites where labor is needed must be available at all levels of government. Individuals should 
be alerted very early on that they have a maximum number of days of guaranteed wage labor per year (45 days, for 
example) while households have at most a higher guaranteed total (90 days, for example), so that workfare serves as a 
bridge through periods when other income-generation activities have failed (and not a permanent source of wages). 


Raskin could provide additional in-kind permanent income support to poor households only, but this would 
require a major reform to operating procedures and operating costs. Reliable delivery of a suitable number of 
kilograms of rice at reduced prices would be a valuable benefit for all poor households. However, as demonstrated earlier, 
Raskin currently delivers a thin benefit widely. If the Raskin program wants to begin providing an effective SA package 

to households that are truly in need, it will have to embark on a program of internal reform and re-engineering with an 
end goal of stopping leakage and re-targeting that are features of the current program. This will have to include control 
and monitoring of the distribution of Raskin rice past the Bulog-maintained distribution points. Even with process re- 
engineering and control and monitoring of actual Raskin rice purchases, Bulog will still be implementing a program with 
very high operational costs and should be encouraged to bring those costs in line with other programs delivering similarly- 
valued benefit packages. In the short-term, Bulog should present a reform plan with clear performance goals (agreed to 
by all stakeholders). At the end of an agreed period of time, if Raskin has not made any progress toward these goals, then 
it should no longer use so many public resources to provide SA. 


A quickly-deployable and automatic emergency income support facility, possibly tied to other social service 
utilization, will be useful to make future policy reforms palatable. Past subsidy reforms were packaged with 
temporary emergency income support (BLT) that produced positive results for beneficiary households and communities 








49 See in particular “Program Keluarga Harapan: Impact Evaluation Report of Indonesia's Household Conditional Cash Transfer Program" (World Bank, 
2011) and the other reports and references therein. 
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alike by providing a "just in time" cash transfer that was delivered in tranches over a year-long period. The cash was used 
immediately on regular necessities, but BLT also safeguarded good behaviors in health, education, child labor, and job 
seeking by preventing households from having to make tough budget choices. However, concerns exist about the social 
costs of providing cash unconditionally. By adding light and easily monitored conditionalities (community service, labor for 
neighborhood improvement, spending time at local libraries or assisted living facilities, or simply registering for an eKTP 
identity card, for example) to the next emergency cash transfer, the same results can be achieved while households receive 
cash-for-service that helps them smooth their own consumption and human capital investments during rough times. 


Finally, while the existing social safety net programs focus on long-term poverty and vulnerability, they need 
to be coordinated with the development of a crisis monitoring and response system for short-term shocks. 
National and regional economic crises, price shocks, widespread layoffs, natural disasters, poor harvests or weather, and 
food insecurity can occur rapidly. A permanent crisis monitoring and response system needs to be established which 

will alert government to how shocks are being transmitted to households, how they are responding, and what the 
impact on socio-economic outcomes is. In turn, this can guide policy makers in determining which responses are most 
appropriate, where to deploy them, and when. Bappenas should reinvigorate its collaboration with BPS in order to ensure 
timely processing and release of high-quality and highly-relevant data that is amenable for near-real-time monitoring 

of household conditions. Monitoring is only half the story: a successful vulnerability mitigation tool will be one that can 
respond precisely when a crisis forces vulnerable households into negative coping strategies. Some of the response might 
include temporary scaling up of social safety net programs, but the GOI should develop protocols and cement the legal 
basis for the automatic and rapid disbursement of a pre-identified SA package (and associated targeting procedures) 
before the next crisis or downturn hits. The response should be automatic and not open to political manipulation or 
bargaining, and should be a coordinated response involving all relevant agencies and ministries and not be subject to 
further deliberation or politicking when crisis occurs. 


An emergency response should focus on providing income and basic necessities to all households at risk 

of curtailing human capital investments in health, nutrition, childcare and education. The workfare program 
proposed previously could absorb workers and laborers during both idiosyncratic or generalized shocks. To function 
effectively during times of rapidly developing crisis, the workfare program will have to maintain a national list of projects 
to which labor, materials, capital and supervision and oversight can be rapidly shifted so that the excess labor can be 
quickly absorbed and wages paid. The workfare restrictions discussed earlier should be lifted during times of regional 

or national crisis (and can be re-instated when the crisis has ended). The proposed cash-for-service program can also 

be used (for a pre-announced duration) during times of crisis to provide households without surplus labor with reliable 
income support. The last element of the proposed emergency bridge to normal times is an in-kind response through 
Raskin. Instead of simply scaling up Raskin amounts everywhere, priority allocations should go first to areas identified by a 
combination of a food insecurity index and the registry of poor households (PPLS11). The emergency Raskin response will 
be coordinated (through Bulog) with the Food Access Program which seeks to stabilize prices and ensure rice availability 
during times of elevated food prices. 


The social safety net proposed above and in Figures 39, 40, and 41 implies an increase in resources devoted 
to SA programs. Current spending on these programs represents approximately 0.5 percent of GDP (2010) and about 
3.3 percent of national government revenues (2010). The proposed social safety net would represent a doubling of 
current SA spending to just less than 1 percent of GDP, and is less than half of all current spending on fuel and electricity 
subsidies. See Figure 42, Figure 43, and Table 19, which summarize the costs and resources used, program by program, 
in an SSN system that originates with currently available programs while expanding them to cover more households and 
adding new initiatives and better safeguarding processes. 
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Figure 43. Proposed Social Assistance 
Expenditure Composition without BLT 
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Source: Kemenkeu, Bappenas MTDP 2010-14 M&E Indicators and World Bank staff projections 


Table 19. Proposed Social Safety Net: Key Assumptions 
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are covered 
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Costs 
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Transitioning to an Integrated Safety Net 


The current non-unified collection of initiatives may not be the most effective way to protect households. 
Current initiatives are providing an array of services, but separate administrative structures and implementation procedures 
are creating inefficiencies, gaps, duplications in procedures and coverage, and some spending that is not effective for 
assisting households. 


To prevent some vulnerable households from falling through the cracks and to economize on implementation 
costs, current fragmentation and duplication must be eliminated. A single agency should be in charge of 
developing plans for implementation, monitoring, evaluation, and reform of all SA initiatives. The same agency should 
have the power to delegate implementation tasks, either to already existing government agencies or external contractors. 
An overarching, authoritative body with responsibility for SA planning, and judged by outcomes and results, is likely 

the only way around the current institutional inflexibility, lethargy, and lack of coordination that seriously limits current 
program effectiveness. 


The quickest way to jumpstart SA integration may be through the National Targeting System that is already 

in development. The National Targeting System will construct a unified targeting registry of potential beneficiaries 

with improved targeting methods. With this single source of quality-controlled data, programs can improve targeting 
outcomes. Moreover, programs with the same target population will have consistent beneficiary lists, leading to more 
complete coverage and more effective realization of program complementarities. For example, PKH beneficiaries should 
also automatically be Jamkesmas beneficiaries, allowing them lower-cost access to conditioned health services. One of the 
main challenges in establishing a targeting system is to ensure that the system is dynamic enough to respond to the highly 
fluid nature of poverty in Indonesia. To this end, introduce dynamic mechanisms that keep beneficiary lists current, such 
as: community and self-targeting methods that can be used to update beneficiary lists as household circumstances change 
over time, or to determine beneficiaries altogether. 


In addition to targeting, the rest of SA support operations should be brought under a "minimum service 
standards" framework through which each program is monitored, evaluated, and reformed. In order to 
harmonize both the quality and effectiveness of all social safety net initiatives, a single agency or body should develop 
minimum service standards and indicators that reliably track the performance of each program and each and every 
program administrator at each and every implementation step. The implementation steps that will need to be brought 
under this common framework are: socialization and outreach procedures; monitoring and a common Management 
Information System; evaluation activities (these may benefit the most from participation by external, independent 
agencies); complaint, grievance, and appeals procedures; and finally promotion and public relations for the SA initiatives. 
Together with common minimum service standards, tracking indicators, and common M&E activities, the social safety net 
agency should also develop common remediation strategies and a plan for agency interventions when implementation 
difficulties do arise. 


Another quickly achievable integration step is through rationalization of the social safety net budget 
development and budget reporting processes. Improve public financial management for the sector by reconfiguring 
official budget classifications and promoting performance-based budgeting. The SA and social protection budget 
classifications could be adjusted to bring them into line with the international standards established in the IMF's 
Government Finance Statistics. For the social assistance budget classification, this would entail excluding social 
expenditures that are not transferred directly to households (e.g. spending on programs such as BOS and PNPM) 

and including those that are (e.g. spending on programs such as BLT and Raskin). For the social protection budget 
classification, this would entail including all of the Cluster 1 household SA programs that are currently mapped to 
sectoral or other functions (such as BLT, Raskin, Jamkesmas and BSM) as well as their related administrative and salary 
expenses. Moreover, in the transition to performance-based budgeting, all programs could be required to report annually 
their performance against outcomes and minimum service standards for support operations in addition to the regularly- 
reported budget execution performance. 


Seamlessly protecting poor and vulnerable households from diverse risks over their lifetimes may ultimately 
require the consolidation of the current programs and agencies into a "single window". In Indonesia, the 
collection of SA initiatives is not aligned along a household's life cycle, meaning missed opportunities to protect and 
promote productive behaviors as new risks arise. In order to reduce these missed opportunities, some middle-income 
countries have established a single coordinating hub, single agency, or even a single program, targeting many vulnerable 
groups and risks. Brazil's "Bolsa Familia" program and its reform experience offers an interesting example of how one 
large, decentralized middle-income country transitioned to a consolidated program (Box 6). 
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The single window approach ensures that all eligible beneficiaries are recruited, covered, and aware of all 
available programs that could protect them against a range of potential risks. Additionally, households will be 
able to rely on a common and reliable source for socialization of rights, responsibilities, and "know how" for programs 
and a consistent set of administrators or facilitators who can provide general advice and strategy for vulnerable households 
hoping to acquire health, education, or income protection services at low cost. For government, one of the benefits of 

a single window approach is that agencies focus on service delivery while program recruitment, socialization, and general 
knowledge and general beneficiary management and care (for all initiatives) are delegated to specialized employees with 
relevant skills. There are also political advantages from an easily recognizable and well-run safety net "brand". 


Box 6. Prior to 2003, Brazil's Central Government operated 4 different cash transfer programs targeted 
Integrated towards roughly the same group of poor families. These operated alongside over 100 CCTs 
Social provided by sub-national governments. Separate administrative structures and procedures 
Assistance created inefficiencies, resulted in considerable gaps and duplications in coverage, and missed 
Architecture: important synergies from jointly promoting education and health. 

Brazil 


In late 2003, Brazil launched the Bolsa Familia Program (BFP) by merging these 4 programs in an 
effort to improve efficiency and coherence of the social safety net and to scale up assistance to 
the poor. Also, BFP expanded rapidly to cover 100% of the poor (by 2006) at a cost of 0.4% of 
GDP. In a country even larger than Indonesia, coverage increased to 25% of the total population 
(11 million families, 46 million people), making it the largest program of this type in the world. 


BFP has better-than-average targeting accuracy and has demonstrated a significant impact on 
poverty and inequality. This is achieved through geographic mechanisms and means-testing 
under a unified family registry. Over 70% of the transfers go to the poorest quintile and fully 
94% to the poorest two quintiles (compared to about 33 percent shares for the bottom quintile 
in Indonesia's permanent national SSN programs). The program accounted for a significant share 
(20 to 25 percent) of Brazil's recent (and impressive) reductions of income inequality and 16 
percent of the recent fall in extreme poverty. 


The central government 
established a new 
Ministry to manage BFP, 


Program name Objective (target Benefit Кеу 
дгоир = роог НН) адепсу 


Bolsa Escola — Increase educational US$7 per Ministry of 
шше ШАЛУ аѕрес education CCT attainment and reduce month per Education 
of BFP implementation poverty in the long child up to a 


are carried out by Brazil's run; reduce short- maximum of 
5,564 municipalities. The term poverty through three children 
new ministry established T dee ee 
minimum service standards О ЕСІНЕ 

; children. 
and provided both 


incentives for achievement Bolsa Reduce nutritional US$7 per Ministry of 
and remedial help for local Alimentagao — deficiencies and infant month per Health 


R health CCT mortality. Targeted child up to a 
governments with low pregnant and lactating maximum of 
capacity. mothers & young three children 
children. 


BFP acted as a “unifying” Auxilio Gas - To compensate poor USD 3.5 per Ministry of 
force for social policy UCT households for phasing month Mines and 
in Brazil, both vertically out of cooking gas Energy 
(unifying transfer ЫШ 

programs across levels Сапао To promote food USD 25 per Ministry 
оғ government) and Alimentação - consumption; month of Food 
horizontally (linking ihe ШЕТ beneficiaries were meant Security 


A to use the transfer for 
BFP with complementary food purchases. 


actions and services at all 
levels of government). 
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